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Imperial Oil Limited 


Imperial Oil Limited is Canada’s largest energy company and one of 
the country’s largest industrial corporations. It has played a leading 
role in the Canadian petroleum industry for more than acentury. _ 

Imperial’s diversified activities are managed by three major 
operating segments. 

Esso Resources Canada Limited, a wholly owned subsidiary 
located in Calgary, is Canada’s largest producer of crude oil, and a 
significant producer of natural gas and coal. It also explores for base 
metals and other minerals. . 

Esso Petroleum Canada, a division of Imperial Oil, manages 
Imperial’s petroleum product operations. It operates five refineries 
and has the largest share of the Canadian petroleum product market. 

The Esso Chemical Canada division is one of Canada’s leading 
chemical producers. It manufactures and distributes a variety of 
petrochemicals and fertilizers. ; 

Imperial is an affiliate of Exxon Corporation, which owns 
69.6 percent of Imperial’s shares. Of the company’s more than 
41,000 shareholders, 37,000 are registered in Canada. 

The company was incorporated under the Canada Joint Stock 
Companies Act, 1877, on September 8, 1880. Its head office is at 
111 St. Clair Avenue West, Toronto, Canada, M5W IK3. 

Telephone (416) 968-4111. 


Financial highlights 


aa ee na en ey eke mee Ses 
1981 h982" 1983 


Earnings millions of dollars 
Earnings from operations 465 289 332 
Net earnings 465 267 290 
Return on average eee 
Capital employed 8.9 Dad 5.3 
Shareholders’ equity 11.9 6.6 7.0 
Per-share information dollars 
Earnings from operations 2296 1.84 2.09 
Net earnings 2.96 LO 1.83 
Dividends 1.40 1.40 1.40 


200 National Energy Program 


175 Economic recession 


Earnings from operations 
by quarter 
millions of dollars 


Total earnings from 
operations 

Natural resources 
Petroleum products 
Chemicals 
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Imperial Oil’s board of directors 
consists of four employee and 
four non-employee directors. 
Seated in front is Donald K. 
Mclvor, chairman and chief 
executive officer. Second row 
(left to right): Arden R. Haynes, 
president and chief operating 
officer, Muriel Kovitz, 

Pierre Des Marais II, J. Bruce 
Buchanan. Standing (left to 
right): Thomas H. Thomson, 
senior vice-president, William 
A. Macdonald, a.c., William J. 
Young, senior vice-president. 


Message to shareholders 


The year 1983 was a watershed for Imperial Oil. We achieved an 
encouraging reversal of the severe earnings decline of the past two 
years. Of equal significance, it was a year of solid progress in placing 
your company on the road to sustained growth. 

To see that progress in perspective it’s only necessary to glance 
back over the past few years. No segment of the company’s operations 
escaped the difficult times experienced by our country and our industry. 

Following the introduction of the National Energy Program in 
late 1980, the company’s earnings from natural resource operations 
fell dramatically in 1981. Our remaining business activities were badly 
affected by other developments, particularly the increasingly 
depressed international and domestic economies. 

Such circumstances called for firm corrective action. We had 
to change the company’s pre-NEP and pre-recession strategies. Our 
prime objective became one of preserving the company’s financial 
strength by reducing investments, while still preserving a balance that 
would provide a combination of near-term earnings and long-term 
growth. Our second objective was to improve immediate earnings by 
cutting costs throughout our operations. 

In natural resources our investment has been concentrated in 
projects, such as the expansion of the Norman Wells field and addi- 
tions to the Syncrude plant, that will provide substantial additions 
to production and to earnings in the relatively near term. At Cold 
Lake, while a megaproject is clearly beyond our prudent financial 
means, we have proceeded with commercial heavy-oil development 
on a manageable phased basis. In the Beaufort Sea, a longer-term 
prospect, we have maintained our activity, while reducing our invest- 
ment, by entering into an agreement with a group of other Canadian 
companies for the exploration of some of our acreage. 

In our petroleum product operations we have spared no effort 
to cut costs and improve efficiency in every aspect of the business. 
These actions, which included the suspension of our Montreal 
refinery at the end of 1983, have made us cost-effective in all aspects 
of our refining and marketing operations. On the other hand we have 
continued to invest in such critical areas as refinery upgrading and 
customer service. 

In chemicals it made good sense, even in a depressed economy, 
to complete those investments already well under way. With the 
completion of these highly efficient plants our major investments in 
chemicals are behind us for the foreseeable future. 

Today it’s possible to assess the initial results of the policies 
that were implemented to respond to the changing environment. The 
company has weathered two difficult years with its financial strength 


intact. In 1983 we were able to achieve a significant turnaround in 
earnings. Cost reductions resulted in these earnings being about 

15 percent higher than they otherwise would have been (a continuation 
of the program that similarly improved 1982 earnings by 25 percent). 

In natural resource operations there were some notable land- 
marks. Earnings were at an all-time high, proved reserves of oil 
increased significantly, oil-sands production reached record levels, 
and work began on commercial production from Cold Lake. 

And while our petroleum product and chemical operations 
both suffered in 1983 from very severe price competition in a slowly 
recovering economy, cost reductions minimized the effect on our 
earnings. 

In anumber of important respects, Imperial is now at a turning 
point. There are good grounds for believing that the worst is behind 
us. The significant increases in efficiency we have achieved over the 
past two years will stand us in good stead for the future. And we are 
approaching the point where we can see a growing return on the 
investments we have made in recent years. 

For example, commercial production of heavy oil from Cold 
Lake will begin in 1985, and the same year will see the start of a major 
increase in oil production from Norman Wells. By then oil produc- 
tion from the Beaufort Sea could well be within striking distance. In 
an improving economy we can expect higher earnings from our 
highly efficient petroleum product and chemical operations. 

We are, of course, not shed of all uncertainties. We are still 
vulnerable to the vagaries of international oil prices, economic recov- 
ery, petroleum product margins, and energy policy. Therefore we 
won't relax our efforts, nor forget the hard-learned lessons of the 
recent past. 

We will pursue the policies we have adhered to over the past 

es «WO years, placing heavy emphasis on efficiency and productivity, 
LL a encouraging entrepreneurship throughout all levels of the company, 
and restricting ourselves to investments that will provide for future 
Eee peri growth while retaining our financial strength. 
chief executive officer We believe that such policies will provide the best solution 
for continued earnings improvement and long-term growth for your 
ee ¢ompany. Given time, this improvement will result in return on 


Ce Ee) investment reaching a satisfactory level. 

emer | The contribution that has been made by all Imperial employees 
Preadeneand during the past two years has been magnificent. Our company con- 
chief operating officer sists of our existing businesses, capital resources, an inventory of new 


opportunities, and, above all, people. Nothing works without the 
skill and commitment of employees. 


Operating earnings increase 15 percent. 


Natural resource earnings increase 
127 percent. 


Proved oil reserves up Significantly. 


Efficiency measures add about 15 percent to 
after-tax earnings. 


Weak petroleum product and chemical 
markets improve as year progresses. 


Commercial development under way at 
Cold Lake. 


A non-technical overview of 
Imperial’s financial transactions 
during 1983 is provided 
overleaf. 


Earnings from operations Operating earnings turn 
millions of dollars around after declines caused 
by NEP and recession. 


Capital and exploration expenditures While capital spending was 
millions of dollars sharply reduced in response 
to the economic and fiscal 
climate, Imperial maintained 
a substantial level of 
investment in selected 
projects. 


Return on average capital employed Rate of return shows slight 
percentage improvement but remains 
unsatisfactory. 


Financial statements in annual 
reports are often difficult for the 
average reader to follow... 


...Such financial statements, of course, are necessary both to satisfy 
regulatory requirements and to meet the needs of those who require 
highly detailed summaries of a company’s financial transactions 
and position. 

The information presented on this page is intended to provide the 
shareholder with a non-technical overview of how Imperial 
acquired its dollars and how they were put to use in 1983. Itis not 
intended to replace the detailed financial statements, which are to be 
found on pages 25 to 27. 


Taxes and dividends 


After paying expenses of $6774 
million from its total revenues of 
$9027 million, the company 
was left with $2253 million. 
Considerably more than half 
of this remaining amount was 
accounted for by taxes and lev- 
ies paid to governments. Total 
taxes and levies were $1545 
million, leaving $708 million. 
Note: Because this picture of 
Imperial’s 1983 operations has been 
compiled on a cash-flow basis, non- 
cash items such as depreciation and 


Revenues 
Bee aE eae 


In 1983 Imperial’s total revenues 
(that is, the amount of money it 
took in from all its activities) 
were $9027 million. 

By far the largest source of 
revenue—$6868 million or 76 
percent—waas the sale of petro- 
leum products, which include 
gasoline and heating oil, jet and 
diesel fuels, heavy fuel oil, and a 
wide range of lubricants. 

Sales of crude oil and natural 
gas generated revenues of $945 


million during the year. A fur- 
ther $897 million came from 
sales of industrial chemicals, 
farm fertilizers, and building 
materials. 

Remaining revenues of $317 
million came from investments 
in other enterprises, sales of 
minerals, and from various 
other sources. 


amortization expenses ($235 million), 
and deferred income taxes ($141 
million) are not reflected here. The 
$708 million less these items is how 
earnings from operations on page 25 
were determined. 

Dividends of $1.40 per share, 
amounting in total to $222 mil- 
lion, were distributed to share- 
holders during the year. 

After these distributions the 
company was left with $486 
million from operations avail- 
able for investment in assets and 
projects to maintain its future 
profitability and growth. 


Expenses 


In generating revenues from its 
various activities, Imperial 
incurred expenses of more than 
six billion dollars ($6774 mil- 
lion). Most of this amount 
($4735 million) was spent on 
the purchase of crude oil for 
manufacturing petroleum and 
other products at Imperial’s 
refineries. Another $1056 mil- 
lion was used for the company’s 
extracting, processing and 
manufacturing operations, and 
for purchases of a wide variety 
of goods and services. 


Investments 


Imperial invested $733 million* 
in projects designed to improve 
its efficiency and to ensure 
future growth; by developing 
new sources of crude oil and 
natural gas, updating refineries 
and chemical plants, and 
improving distribution and sales 
networks. 

These investments exceeded 
the funds available for invest- 
ment from operations. However, 


A further $983 million was 
spent on marketing and distrib- 
uting petroleum and chemical 
products and on the running of 
day-to-day operations. 

Included in the company’s 
total expenses was $825 million 
that went to pay the salaries and 
benefits of Imperial’s nearly 
15,000 employees. 

Over 90 cents of every dollar 
spent by Imperial for goods and 
services went to Canadian busi- 
nesses in every province and ter- 
ritory of Canada, in accordance 
with the company’s policy of 
supporting the communities in 
which it operates. 


other funds, totalling $384 
million, were generated by a 
reduction in operating capital 
($147 million), sales of surplus 
equipment ($56 million), and 
by new equity and loans ($181 
million). As a result, the company 
was left with an increase in 
funds of $137 million. 

Imperial enjoys a very high 
credit rating and, by all accepted 
measurements, is in a sound 
financial position. 


*$814 million less $81 million in 


exploration, already reported as an 
expense. 


Natural resources lead improvement in 
operating earnings 


Imperial Oil’s 1983 operating earnings increased 
to $332 million, from $289 million in 1982. Earn- 
ings per share were $2.09, compared to $1.84 the 
previous year. 

Net earnings, including unusual items, were 
$290 million, up from $267 million in 1982. The 
items included $76 million charged to earnings 
earlier in the year for the suspension of operations 
at the company’s Montreal refinery and for the 
shutdown of an ethylene production unit in 
Sarnia. That was partially offset by an unusual 
gain of $34 million in the fourth quarter, resulting 
from the recognition of a higher book value for 
the 8.6 million shares of Interprovincial Pipe Line 
Limited (IPL) the company owns. 

The improvement in operating results was 
attributable to a significant increase in natural 
resource earnings and to cost reductions in all 
segments of the company’s operation. The 
increase in natural resource earnings came largely 
from greater production at Syncrude and the Cold 
Lake pilot plants. 

Earnings from petroleum product operations 
were down sharply from 1982 because of the 
intense price competition in gasoline retailing 
that occurred during the first half of 1983 and 
continued sporadically into the second half. 
Second-half earnings from petroleum products 
were about the same as last year. There was a loss 
on chemical operations for the second year in 
succession, although signs of a turnaround 
appeared during the final quarter of 1983. Addi- 
tional details on operating results are contained in 

the three reviews that follow this section and in 
the financial statements. 


Long-term benefits expected from IPL 
share exchange 

An exchange of shares between Interprovincial 
Pipe Line Limited (IPL) and Hiram Walker 
Resources Limited (HWR) is expected to result in 
a higher value for, and improved earnings from, 
the 8.6 million shares of IPL held by Imperial. 
The transaction, which Imperial supported, 
entailed an exchange of 13.6 million shares of 
HWR for an equal number of IPL shares. As a 
result, HWR became the largest single share- 
holder in IPL, which will allow IPL to pursue 
acquisitions and other business opportunities 
without requiring the approval of the Foreign 
Investment Review Agency. Despite its reduced 
percentage ownership of IPL, Imperial will retain 
the same number of shares of the company, 
which will now have considerably greater flex- 
ibility to benefit from its sound financial position 
and management capabilities. 


Imperial emerges from recession in good 
financial shape 

The company recognized at an early stage the 
impact that the deepening recession, combined 
with sharply higher resource taxation, would 
have on its earnings and cash flow. It responded 
quickly by cutting its planned program of capital 
expenditures and by instituting a wide range of 
efficiency measures. As a result, Imperial has 
emerged from the recession with its ability intact 
to finance attractive major investments such as 
Norman Wells and the phased development at 
Cold Lake. 


Improved profitability, renewed growth 
main Corporate objectives 

To play an effective role for shareholders, 
employees, lenders and, ultimately, the commu- 
nity at large, Imperial must achieve a satisfactory 
return on invested capital and related earnings 
growth. In that regard, 1983’s growth in earnings 
was a positive sign. 


However, the company’s return on capital 
employed in 1983 was 5.3 percent—essentially the 
same as the previous year. That was because 
Imperial increased the amount of capital 
employed in its business at about the same rate as 
its earnings improved. The money was used for a 
wide range of investments that are aimed at 
significantly increasing earnings over the short- 
to-medium term and at bringing the company’s 
return on capital employed to a satisfactory level. 

In pursuing earnings growth and an accept- 
able return on investment, the company’s 
management is guided by a number of principles. 
Retaining the flexibility to respond to positive or 
negative changes in the business environment is 
one of the most important. Preservation of 
financial strength is another continuing priority. 
Efficiency improvements have been aimed at 
creating a low-cost company, an emphasis that 
will continue. And finally, the company will 
maintain a flexible organizational structure and 
an operating attitude that allows the very consid- 
erable talent, ability and initiative of its nearly 
15,000 employees to be put to the most pro- 
ductive and fulfilling use. 


Efficiency and cost-reduction continue 
throughout the organization 

A concentrated efficiency drive throughout the 
organization increased 1983 earnings by about 
15 percent over what they would have been 
otherwise, after a similar gain of 25 percent in 
1982. Productivity improvements were achieved 
in every segment of the company by rationalizing 
production facilities and streamlining operating 
procedures and administrative departments. 
Staffing levels were also reduced by 744 during 
the year, bringing the reduction in employees 


since 1981 to almost 1600. Most of the reduction 
was carried out through a voluntary program of 
enhanced early retirement. 


Shareholder participation in dividend 
reinvestment increases 

Participation by Class A shareholders in the 
company’s dividend reinvestment option 
increased to more than 28 percent in 1983. Asa 
result, more than $50 million in new equity 
capital was made available to Imperial. Share- 
holders benefit from the program by being able to 
use their dividends to purchase additional Class A 
shares at a discount of five percent from an 
average market price, without commission or 
administration fees. 


Commitment to research continues 

Over the years, Imperial Oil has consistently been 
one of the top corporate researchers in the 
country. In 1983, the company spent about $74 
million on research in Canada, compared to $70 
million the previous year. One highlight of the 
year was the completion, during the final quarter, 
of a $40-million process and automotive research 
centre in Sarnia that gives the company unique 
capabilities in the development and testing of 
new fuels and lubricants. 


Canadian content emphasized in corporate 
purchasing policies 

Imperial has a long-standing policy of encour- 
aging Canadian suppliers to provide the goods 
and services the company requires. Canadian- 
content advisors are assigned to all major projects 
to ensure the highest possible level of Canadian 
participation. In 1983, that approach resulted in a 
Canadian content of about 90 percent in three 
major projects. 


Contributions program supports many 
elements of Canadian society 

The company made contributions of $6.65 
million in 1983 to support educational, health, 
cultural, charitable and community activities in 
every region of Canada. 


Natural Resources 


“An encouraging year: natural 
resource earnings show 
continued improvement and 
major investments are 
under way to provide for 
future growth.” 


Robert B. Peterson 
President and chief executive officer 
Esso Resources Canada Limited 


Earnings from operations Natural resource earnings 
millions of dollars rebound to record level. 


Capital and exploration expenditures Despite cuts in overall capital 
millions of dollars spending, natural resource 
investment increases to 
expand near-term oil 
production. 


Net reserves and m Netreserves of crude oil Proved oil reserves grow; 
production of crude oil @ Net production of crude oil reserve-to-production ratio 
millions of m? increases to 22 years. 
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Natural resource earnings recover, 
proved oil reserves increase significantly 


Nineteen eighty-three was a year of substantial 
improvement in the company’s natural resource 
earnings. As well, excellent progress was made 
toward completing the Norman Wells oil-field 
expansion and new investments were launched 
that have resulted in large additions to the 
company’s proved oil reserves. 

Operating earnings increased to $272 million, 
from $120 million in 1982. The main reasons 
were a Significant increase in oil-sands produc- 
tion, continued improvements in operating 
efficiency, reduced royalty rates, higher oil prices, 
and reduced losses from mineral operations. 

While production of conventional oil from 
western Canada continued to decline in 1983, 
production increases at Syncrude and the Cold 
Lake pilot plants resulted in a slight increase in 
net crude oil production. This increase was 
accompanied by cost reductions in all the 
company’s production operations. 


Long-standing commitment to heavy oil 
results in major additions to proved 
reserves from Cold Lake 

During the past two decades, the company has 
invested several hundred million dollars in 
research and pilot plants to develop commercial 
production from Alberta’s large oil-sand 
resources. Now Esso Resources is on the 
threshold of earning significant returns from its 
investments, technology developments and 
operating expertise. 

In September, the company announced that 
agreement had been reached with the govern- 
ments of Alberta and Canada on conditions that 
will allow commercial development to begin on 
its leases at Cold Lake, Alta. Here a phased devel- 
opment approach has been adopted by the com- 
pany. Each phase will cost about $125 million 


and will produce 1500 cubic metres (9500 barrels) 
of bitumen (very heavy oil) a day. Field work 

on the first two phases began during the final 
quarter of 1983; about two-thirds of the wells that 
will be required initially for steam injection and 
bitumen production were drilled by year end. 
Completion of these two phases is scheduled 

for 1985. 

The commercial development now under 
way has added more than 24 million cubic metres 
of oil (150 million barrels) to the company’s 1982 
net proved reserves, an increase of approximately 
20 percent. Further additions of similar size will 
result from future phases. 

Depending on the availability of markets and 
future investment conditions, Esso Resources has 
plans to complete four additional phases at Cold 
Lake by the end of the decade, which would 
increase daily production by a further 6000 cubic 
metres (38,000 barrels). 

In addition to the developments at Cold Lake, 
early in 1984 the company reached agreement 
with Alberta Energy Company Ltd. for explora- 
tion and potential development of oil sands in 
the Primrose Lake area near Cold Lake. 


Record production achieved, major 
investment program launched at Syncrude 
The Syncrude plant achieved record production 
of 17 760 cubic metres (112,000 barrels) a day in 


198] 1982 1983 
Financial statistics millions of dollars 
Earnings 16 120 272 
Revenues 1255 1426 1763 
Capital employed at Dec. 31 20465 B2174> 2202 
Return on average capital 
employed (percent) 0.8 Ded 12.4 
Operating statistics thousands of m?/d 
Crude oil and natural-gas 
liquids (NGL) production (net) 
Conventional 1226 11.6 10.7 
Syncrude 2.7 2.8 327 
Cold Lake pilots 3 LZ mel 
NGL 253 1.8 1.5 
Total crude oil and NGL 18.9 79 18.0 
millions of m?/d 
Natural gas production (net) 5.4 5.4 Sez 


1983, an increase of 30 percent over 1982. The 
company’s share of the plant is 25 percent. 

Encouraged by a royalty deferral program 
introduced by the government of Alberta, the 
Syncrude participants have begun a program to 
increase the plant’s capacity, and to improve 
efficiency and reliability. 


Outstanding progress in Norman Wells 
expansion 

The company is spending about $600 million 
to expand production from the oil field at 
Norman Wells, N.W.T., to 4400 cubic metres 
(27,500 barrels) a day. This very large project is 
proceeding on schedule for start-up in 1985, 
with costs running about 25 percent below the 
original budget. 

Nineteen-eighty-three highlights include the 
completion of four of the six islands that will be 
used to produce oil from that part of the reservoir 
lying under the Mackenzie River. In addition, 

85 percent of the modules that will be assembled 
into a plant to process crude oil for shipment by 
pipeline to Alberta were delivered to Norman 
Wells from a construction yard in Edmonton. 

Esso Resources has also devoted considerable 
effort to ensuring that the benefits of development 
at Norman Wells are shared widely by the people 
of the North. More than $65 million in contracts 
for goods and services have been placed with 
northern companies. Nearly half the employment 
created by the project to date has gone to 
northern residents. 


Advanced techniques proposed for more 
production from Judy Creek oil field 

Most of the larger oil fields in western Canada 
have been in production for nearly three decades. 
As more of the original oil is produced, recovering 
the remainder becomes increasingly costly and 
technically complex. 
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The Judy Creek ‘‘A”’ pool north of Edmonton, 
98 percent owned by Esso Resources, has been 
producing oil since 1959. It’s now in a mature 
stage of production, and the amount of remaining 
oil that can be recovered by conventional means 
is limited. However, by using sophisticated tech- 
niques known as tertiary recovery, an additional 
eight million cubic metres (50 million barrels) of 
oil could be produced from the reservoir. This 
project has been approved by the Alberta Energy 
Resources Conservation Board and engineering 
studies are at an advanced stage. Tertiary recovery 
at Judy Creek will entail injecting gas liquids such 
as ethane and propane to sweep more oil from the 
reservoir. Then, natural gas will be injected to 
recover a high proportion of the gas liquids. 


Beaufort farmout proceeding on schedule, 
results promising 

The company has been exploring for oil and gas 
in the Mackenzie Delta/Beaufort Sea region of the 
western Arctic since 1964. During that period, 
the company has made a number of oil and gas 
dISCOVerIEs: 

In 1982 the company farmed out essentially 
all of its Mackenzie/Beaufort acreage (except for 
its previous oil and gas discoveries) to a group 
of Canadian companies headed by Home Oil 
Company Limited. The group will drill a mini- 
mum of 13 wells in the region over a five-year 
period. Esso Resources’ share of expenditures 
will be about 10 percent; its share of any future 
production will range from 35 to 41 percent. 

All aspects of the joint program have been 
proceeding on schedule. The first well, which 
was drilled in 1982, discovered oil at West 


Beaufort Sea 


ge 
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Beaufort 

A joint drilling program with a 
group of Canadian companies is 
proceeding on schedule in the 
Mackenzie/Beaufort region. 
Two of the four wells drilled 
since 1982—West Atkinson and 
Itivok—have discovered oil and 
gas. A reusable drilling caisson 
was successfully deployed in 
September, when drilling began 
on the Kadluk exploration well. 


Norman Wells 

This $600-million project will 
eventually add about 4000 cubic 
metres (25,000 barrels) a day to 
the company’s conventional oil 
production, after completion in 
1985. The project is proceeding 
ahead of schedule and well 
below budget. 


Syncrude 

Syncrude achieved record pro- 
duction in 1983; the company’s 
share was 4440 cubic metres 
(28,000 barrels) a day. The Syn- 
crude participants announced 
plans to spend $1.2 billion 
between 1983 and 1987 to 
improve efficiency and increase 
daily production to about 22 000 
cubic metres (138,000 barrels). 


Cold Lake 

Phased commercial development 
has begun at the company’s 
Cold Lake oil-sand leases. 
The first two phases will 
produce 3000 cubic metres 
(19,000 barrels) a day of very 
heavy oil after completion in 
1985, and have increased the 
company’s net proved oil 
reserves by 20 percent. 


Atkinson. Three more wells were drilled in 
1983—two onshore and one offshore. Itiyok, the 
offshore well, was an oil and gas discovery. The 
two onshore wells, Natagnak and Pikiolik, were 
dry and abandoned. 


Reusable caisson successfully deployed 

A highlight of 1983 operations was the successful 
deployment, in September, of a reusable drilling 
caisson developed by Esso Resources for Beaufort 
exploration. Kadluk is the first exploration well to 
be drilled from the caisson; evaluation of the well 
was expected to be completed in March, 1984. 
Two rigs were also drilling during early 1984 at 
the onshore locations of Tuk and Nuna. The latter 
was dry and abandoned. 


Participants sought for Atlantic 

offshore drilling 

Exploration drilling on the company’s Flemish 
Pass acreage, near an earlier industry discovery at 
Hibernia, is being considered for 1985 or 1986. 
Because of the high costs of offshore exploration, 
participation by other companies is being sought. 


Search for oil and gas continues in the 
western provinces 

The company continued a modest program of 
exploration for conventional oil and natural gas 
in the western provinces, spending $39 million 
in 1983. A total of 41 wells were drilled or 
participated in by the company; 12 of them 
discovered oil, while 12 discovered gas. A further 
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41 exploratory wells were drilled by others on the 
company’s leases, with Esso Resources retaining 
a royalty interest. 


Coal and base-metal operations hit by 
depressed market conditions 

The company has been exploring for coal 
deposits since 1971 and has been involved in coal 
mining since 1981, when it purchased Byron 
Creek Collieries Limited in southeastern British 
Columbia. 

Coal sales in 1983 were affected by depressed 
international demand and intense price com- 
petition. However, the deposits at Byron Creek 
contain a large quantity of high-quality coal and 
the company is prepared to proceed with a major 
expansion at the mine as market conditions 
watrant. 

In mineral production, the company’s 
Granduc copper mine near Stewart, B.C., was the 
victim of continuing depressed copper prices. As 
a result, the company announced that the mine 
will be closed in April, 1984. In 1982 the 
company wrote down the book value of the 
mine, which resulted in a charge against after-tax 
earnings of $40 million, and no further write- 
down will be necessary. 


Petroleum products 


“A difficult year called for tough 
decisions. Despite stringent 
economies, earnings dropped 
sharply as price competition 
intensified. Somewhat 
improved markets produced 
better second-half results.” 


Earnings from operations Reduced demand and price 
millions of dollars wars cut petroleum product 
earnings sharply. 


Capital expenditures @ Refining Capital spending reduced 

millions of dollars ® Marketing from previous highs as 
efficiency programs are 
completed. 


Refinery capacity and @ Refinery capacity at Dec. 31 Montreal refinery 
crude oil processed ® Crude oil processed suspension brings refinery 
thousands of m?/d capacity utilization to 


pre-recession levels. 
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Lower demanqd, severe price competition cut 
petroleum product earnings 


The first half of 1983 was a particularly difficult 
period for the refining and marketing sector of the 
oil industry. 

Much lower demand for most petroleum 
products resulted in a substantial excess of 
refining capacity, which led to sustained and 
severe price competition at both wholesale and 
retail levels. The company also incurred a loss on 
inventories, compared with a gain in 1982. 

Its total sales of petroleum products in 1983 fell 
by about five percent from the previous year: its 
domestic market share remained about the same. 

As a result of these factors, total earnings from 
petroleum products suffered a sharp drop for the 
second successive year, to $61 million, or less 
than half of 1982’s already unsatisfactory results. 

The first half of the year was particularly 
competitive, with gasoline sometimes actually 
being sold at below cost to retain market share. 
The continuing decline in demand, and the 
consequent increase in excess capacity, forced 
industry to close a number of refineries during the 
year. As a result, the remaining refineries were 
able to operate at higher capacity later in the year, 
with a consequent improvement in efficiency. 

The improving economy during the second 
half also brought some firming in demand for 
petroleum products. While strong price 
competition persisted, it was not as severe and 
profit margins improved. 

The outlook for 1984 and beyond is more 
encouraging. Given a continuing improvement in 
the economy, demand for the company’s prod- 

ucts should remain level. Profit margins are 
~ expected to improve as supply and demand move 
into closer balance. Further efficiencies are also 
planned for the company’s refining and 
marketing operations. 
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Suspension of Montreal refinery will 
improve 1984 performance 

For the preceding reasons, Imperial also suffered 
from excess refining capacity in eastern Canada 
during 1983. As a result it was decided to suspend 
operations at the Montreal refinery by the end of 
the year. Given the continued surplus of refining 
Capacity in eastern Canada, with little prospect of 
a turnaround in demand, operating the refinery 
at alow capacity rate would have become 
increasingly uneconomical. 

Suspending operations at Montreal will signif- 
icantly improve the efficiency of the company’s 
refining operations in eastern Canada and estab- 
lish a good base for cost reductions during 1984 
and beyond. At the same time, the company will 
maintain its strong presence in the Quebec market. 
Through arrangements with other refiners a full 
range of Esso products will continue to be manu- 
factured to company specifications and sold in 
the province of Quebec. 


Investments increase efficiency at Sarnia 
and Strathcona refineries 

In keeping with its commitment to maintaining 
the highest standards of efficiency and safety 
throughout its refining operations, Imperial 
continued to invest during 1983 in refinery 
improvements. At the Sarnia, Ont., refinery, 
work was completed on a $100 million program 


198] 1982 §=1983 
Financial statistics millions of dollars 
Earnings 330 146 61 
Revenues 6647 M66 S731 2 
Capital employed at Dec. 31 2452 2a 2552 
Return on average capital 
employed (percent) 1-526 5.9 2.4 
Operating statistics 
Sales of petroleum products 
(thousands of m?/d) 69.0 64.4 61.4 
Refinery capacity utilization 
at Dec. 31 (percent) 89 qi) 91 


to permit more grades of crude oil to be processed, 
and to enable the refinery to produce a wider 
range of products, according to market demand. 

Work was also completed during the year on a 
major upgrading of the Strathcona refinery in 
Edmonton. In addition to increasing the 
refinery’s capacity to more than 26 100 cubic 
metres (164,000 barrels) a day, its efficiency has 
been significantly improved and it can now 
manufacture a greater percentage of high-value 
products. 


Organizational changes focus on improved 
customer service 

The major drive to provide better service to Esso 
customers that was initiated during 1982 con- 
tinued through 1983. Organizational changes 
emphasized decentralization and an increased 
responsiveness to regional concerns. The 
upgrading of the company’s product distribution 
system, which has been under way for several 
years, continued during 1983. 

Particular attention was paid to the imple- 
mentation of improvements achievable through 
the use of the latest communications technology, 
which has substantially reduced paper work and 
speeded up retail transactions. Both customers 
and the company have benefited from the use of 
such technology. Customers receive faster service 
and the many internal efficiencies that have 
resulted include a marked improvement in cash 
flow. 

Additional investment to improve customer 
service is planned for 1984 and beyond. Over the 
next four years Esso Petroleum will spend $150 
million to modernize its service stations through- 
out Canada. 


Outstanding year for safety 

The company’s safety record in refining, distri- 
bution and marketing operations has been 
improving steadily since the mid-1970s. Nineteen 
eighty-three was an outstanding year for safety, 
with the lowest work-days lost ever recorded. 
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Government inquiry costs company 

$8 million 

By the end of 1983 it had cost the company $8 
million to respond fully to the Restrictive Trade 
Practices Commission’s general inquiry into oil 
industry activities. 

The company has demonstrated throughout 
the hearings that all allegations brought against it 
were unfounded, and continues to believe that no 
evidence has been produced of anti-competitive 
activity on its part. 

The submission of all evidence to the inquiry 
has now been completed. Written submissions 
were supported by evidence by senior executives 
of the company, who appeared as witnesses for 
about 19 days. Forty to 50 percent of the total 
costs involved were attributed to company 
employees directly associated with the inquiry. 

The inquiry is scheduled to continue until the 
end of July, 1984, with a final report expected 
early in 1985. 


Imperial supports gasoline lead reduction 
In March of 1983 the federal minister of the 
environment announced that the current allow- 
able lead content of gasoline posed a potential 
health hazard and that a reduction was necessary. 
In a subsequent brief to the minister, the com- 
pany supported a reduction in lead content and 
proposed that, beginning in 1986, the amount of 
lead in gasoline should be half of current levels. 
The company supports the new regulations 
announced early in 1984. 


Efficiency stressed in petroleum product 
operations 

The efficiency measures implemented by the 
company in all phases of its petroleum product 
operations have played a key role in enabling it to 
cope with the very difficult environment faced 
by the industry in 1983. They will also serve the 
company well in the future, by equipping it not 
only to deal with a continuation of difficult mar- 
ket conditions but also to derive maximum 
advantage from any upturn in demand. 


“Efficiency is the key to future 
profits. With the completion 
of our major investment 
program, Esso Chemical is 
positioned to be the industry’s 
lowest-cost producer.” 


Earnings from operations Recession-sensitive chemical 

millions of dollars operations lose money, but 
profitability returns in fourth 
quarter. 


Capital expenditures Major program of capital 

millions of dollars investment, completed in 
1983, adds world-competitive 
plants to chemical operations. 


Sales volumes Sales volumes return to 
thousands of tonnes per day historical levels. 
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Chemical operations incur loss on year but 
profitability returns in fourth quarter 


A combination of reduced earnings and expenses 
related to the completion of major capital projects 
in 1983 resulted in a loss for Imperial’s chemical 
operations for the second successive year. 

However, there were growing signs toward 
the end of the year of improving market condi- 
tions for the industry, and the company’s chem- 
ical operations returned to profitability during the 
fourth quarter. 


Petrochemicals benefit from improved 
economy 

The petrochemical segment of the industry bene- 
fited from the improvement in overall economic 
conditions and markets for these products experi- 
enced a gradual recovery. 

However, even with the improvement in 
market conditions that occurred during the 
second half, petrochemical prices are expected 
to remain low until the large current surplus 
in production capacity throughout the industry 
is absorbed. 

During 1983 the company brought on stream 
a world-competitive plant at Sarnia for the pro- 
duction of linear low-density polyethylene resin. 
Low-density polyethylene is used in the manu- 
facture of packaging film and other plastic prod- 
ucts. The company also expanded its Sarnia plant 
that produces polyvinyl! chloride, a plastic resin 
used in the manufacture of such products as 
house siding and pipe. In addition, a major 
investment was completed to improve the effi- 
ciency and feedstock flexibility of the Sarnia 
ethylene unit. 


Poor fertilizer markets stage partial 
recovery by year-end 

Fertilizer markets continued to be depressed for 
most of the year. Although Canadian demand 
improved somewhat over 1982, prices remained 
low in the face of a considerable worldwide 
industry overcapacity. Demand remained slug- 
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gish in the United States, a major market for 
Canadian-produced fertilizer. In addition, a 
narrowing of the advantage in feedstock prices 
enjoyed by Canadian producers made it possible 
for American fertilizer producers to capture some 
U.S. markets previously supplied by Canadian 
companies. 

The last quarter, however, saw a marked 
improvement in both domestic and export 
demand for fertilizer, which was accompanied by 
some improvement in margins. At the end of 
the year, the company was operating its new 
ammonia plant at 110 percent of design capacity 
and its expanded phosphate plant at nearly 
100 percent of capacity. The new urea and older 
ammonia plants will remain shut down until 
further improvement in demand occurs. Overall 
capacity utilization for fertilizer operations was 
70 percent. 

Having doubled its productive capacity over 
the past two years, the company now has the 
largest capacity for nitrogen and phosphate fertil- 
izers in Canada. With its highly efficient plants, 
the company is therefore in an excellent position 
to benefit from a sustained upturn in fertilizer 
demand and prices. 


Building Products moves from loss to profit 
Building Products of Canada achieved a signifi- 
cant turnaround in profitability during 1983. 


198] 1982 1983 

Financial statistics millions of dollars 
Earnings (loss) 45 (11) (9) 
Revenues 

Petrochemicals 605 508 501 

Agricultural chemicals 197 166 230 

Building materials [on 176 214 
Total revenues 993 850 945 
Capital employed at Dec. 31 568 1088 1183 
Return on average capital 
employed (percent) 10.6 (1.3) (0.8) 


Operating statistics thousands of tonnes per day 


Sales 


Petrochemicals 3.0 2D 2.4 
Agricultural chemicals a | 1.8 2.6 
Building materials es: 122 1.3 
Total 6.4 ois) 6.3 


Improvements in the housing market—combined 
with operating efficiencies, plant reorganization, 
and new marketing strategies—were responsible 

for the strong financial performance. 


Major progress achieved in cost efficiency 
In light of the intensely competitive environment 
that excess capacity has caused throughout the 
chemical industry, efficiency and cost-competi- 
tiveness are critical to success. In both these areas 
the company recorded significant progress. 

The new projects that began operation during 
the year are highly efficient and cost-competitive 
on an international scale. In fact, the new 
Redwater ammonia unit is among the most 
efficient of its kind in the world. Following a 
highly successful start-up three months ahead of 
schedule and below budget early in 1983, the unit 
has shown its capabilities to operate well above 
design capacity. 

Substantial economies were also achieved in 
chemical operations during 1983 through an 
ongoing program of plant and product ratio- 
nalization, improvements in operational effi- 
ciency, and the upgrading of Esso Chemical’s 
distribution and sales network. The negotiation of 
a fertilizer supply agreement with Sherritt Gordon 
Mines Limited in August and the opening earlier 
in the year of a new fertilizer distribution and 
blending facility at Clavet, Sask., were among 
such efficiency measures. Substantial cost savings 
also resulted from the closure of the crude-oil- 
based ethylene production unit at Sarnia, where 
natural-gas liquids are now used exclusively as 
a feedstock for ethylene production. 
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Research makes major contribution 
to efficiency 


An ongoing research and development program, 
carried out by more than 65 researchers and 
support staff at Sarnia and Redwater, ensures that 
the best technology is available to all chemical 
operating units. For example, application of 
company-developed technology to the design of 
the new Redwater ammonia unit enabled a 
30 percent reduction in energy consumption to be 
achieved compared to the original plant. 
Protection of the environment remained a 
major concern in chemical operations during the 
year and significant progress was achieved in the 
reduction of waste. Esso Chemical also had an 
outstanding safety record in new plant construc- 
tion during 1983. Employee health and safety 
remain top management priorities. 


Overall chemicals outlook optimistic 

The company’s performance in chemicals during 
1983 provides solid ground for optimism about 
the future of this segment of Imperial’s business. 
While a continued recovery in demand for 
commodity chemicals is likely to be reflected in a 
progressive improvement in prices, margins can 
be expected to remain under pressure for some 
time. Cost efficiencies, therefore, will remain the 
key to future chemical earnings. Esso Chemical 
Canada is dedicated to its goal of becoming the 
most cost-competitive supplier of petrochemicals 
and fertilizers in North America. 


a 


-Imperial emerges from 
recession in a strong financial 
position, with high liquidity 
and low debt. 


Reinvestment Despite investment cuts, 

percentage Imperial’s reinvestment in 
Canada remains in excess of 
its internally generated 
funds. 


Debt compared to equity ™ Shareholders’ equity Company emerges from 
billion of dollars m Long-term debt recession in strong financial 
position. 
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Imperial Oil Limited 


Consolidated statement 
of earnings 


Rae a eae nn Ns ee aay ee 
For the years 198] 1982 1983 


millions of dollars 


Revenues 

Crude oil (1) 475 559 760 
Natural gas 193 208 185 
Petroleum products 6202 6681 6868 
Chemicals 895 794 897 
Other operating 233 211 209 
Interest and investment (2,4) 187 159 108 
Total revenues 8185 8618 9027 
Expenses 

Exploration 221 113 81 
Purchases of crude oil and products (1) 3261 4076 4735 
Extracting, processing, and manufacturing 1068 1016 1056 
Marketing and administration 643 763 781 
Interest (4) 66 115 121 
Total expenses 5259 . 6083 6774 
Revenues net of expenses 2926252935 sa22 53 
Depreciation and amortization 244 219 235 
Earnings before taxes and levies 2682 2316 2018 
Taxes and levies (ll) ; 2217 2027 1686 
Earnings from operations 465 289 332 
Unusual items (3) - (22) (42) 
Net earnings 465 267 290 
Per-share information pee ee unde! Olars 
Earnings from operations 2.96 1.84 2.09 
Net earnings 2.96 1.70 1.83 
Dividends 1.40 1.40 1.40 


The footnotes referred to on this and the following 
two pages are found in the ‘‘Notes to the financial 
statements,’’ pages 30 to 35. 
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Imperial Oil Limited Consolidated statement of changes 
in financial position 


FE EG OE aS Se OO 
For the years 1981 1982 1983 


millions of dollars 


Internal funds 
Revenues net of expenses 2926... 2530 tate ao 
Current taxes and levies (Il) 2087 1705 1545 
Internal funds generated from operations 839 830 708 
Adjustments for: 
Exploration expense 224 113 81 
Proceeds from sale of property, plant, and equipment 14 26 56 
Decrease in operating working capital — 9 147 
Internal funds generated 1074 978 992 
Dividends 220 220 222 
Net internal funds generated 854 758 770 
Investment of funds 
Capital and exploration expenditures 1107 1134 699 
Investments and other assets 13 24 115 
Increase in operating working capital 420 - — 
Total investment of funds 1540 1158 814 
Excess of investment over net internal ; 
funds generated (686) (400) (44) 
External financing 
Long-term debt and other obligations, net of repayments 331 63 121 
Capital stock 8 14 60 
Total external financing 339 77 181 


Increase (decrease) in funds (347) > B23) 137 


Increase (decrease) in funds by component 


Cash (143) (11) as 
Marketable securities (3)2 (200) 58 
Short-term loan to Exxon Corporation (200) - ~ 
Outstanding cheques, less cash ~ (75) 44 
Short-term notes (1) (37) 35 
Total increase (decrease) in funds (347) (323) 137 
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epee ON Umited Consolidated statement of 
financial position 


SOS ecstasy ge MO er ee name na) aan Cur wird 
As at December 31 1982 1983 change 


millions of dollars 


Capital employed 
Working capital 
Current assets 
Marketable securities at cost, which 
approximates market value 398 456 58 
Accounts receivable 876 981 105 
Inventories of crude oil and products 1355 1388 33 
Materials, supplies, and prepaid expenses 125 114 (11) 
Total current assets 2754 2939 185 
Current liabilities 
Outstanding cheques, less cash iD 31 (44) 
Short-term notes 38 3 (35) 
Accounts payable and accrued liabilities 861 971 110 
Amounts owing to Exxon Corporation and affiliates (5) 14 9 (5) 
Taxes and levies payable 76 245 169 
Total current liabilities 1064 1259 195 
Total working capital 1690 1680 (10) 
Investments and other long-term assets (2) 286 450 164 
Property, plant, and equipment at cost, 
less accumulated depreciation and amortization (17) 4446 4660 214 
Total capital employed 6422 6790 368 
Sources of capital employed 
Long-term debt and other obligations (5, 6) 1028 1180 152 
Commitments and contingent liabilities (10) 
Deferred income taxes (12) 1291 31379 88 
Shareholders’ equity 
Capital stock (13, 15) 1190 1250 60 
Earnings retained and used in the business 
At beginning of year 2866 2913 47 
Earnings for the year 267 290 23 
Dividends (220) (222) (2) 
At end of year 2913 2981 68 
Total shareholders’ equity 4103-54231 128 
Total from sources of capital employed 6422 6790 368 


The summary of accounting policies, glossary of terms, 
and notes are part of the financial statements. 


Approved by the board 

° re 
Chairman and chief . President and chief 
executive officer operating officer 
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Auditors’ report 


To the Shareholders of Imperial Oil Limited 


We have examined the consolidated statements of 
earnings and changes in financial position of Imperial 
Oil Limited for each of the three years in the period 
ended December 31, 1983 and the consolidated 
statement of financial position as at December 31, 1982 
and 1983. Our examinations were made in accordance 
with generally accepted auditing standards, and 
accordingly included such tests and other procedures 
as we considered necessary in the circumstances. 

In our opinion, these consolidated financial 
statements present fairly the results of operations and 
changes in financial position of the company for each 
of the three years in the period ended December 31, 
1983 and its financial position as at December 31, 1982 
and 1983 in accordance with generally accepted 
accounting principles consistently applied. 


Ses 


Chartered Accountants 
Toronto-Dominion Centre 
Toronto, Ontario 
February 27, 1984 
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Summary of significant 
accounting policies 


Principles of consolidation 

The consolidated financial statements include the 
accounts of Imperial Oil Limited and its subsidiary 
companies. All intercompany accounts and trans- 
actions have been eliminated. A list of subsidiary 
companies is shown on page 54. 

A significant portion of the company’s activities in 
natural resources is conducted jointly with others. The 
accounts reflect the company’s proportionate interest 
in such activities. 


Inventories 

Inventories of crude oil and products are recorded at 
cost, using the first-in, first-out method, which is less 
than net realizable value. The recorded cost includes 
the Petroleum Compensation Charge and Canadian 
Ownership Special Charge. 

Amounts received or claimed under the federal 
government’s compensation programs are deducted 
from the cost of purchasing crude oil and products. 

Materials and supplies are recorded at the lower 
of cost and net realizable value. 


Investments 
The principal investments in companies other than 
subsidiaries are accounted for using the equity 
method. Imperial’s share of the net assets of these 
companies is recorded in the consolidated statement of 
financial position as ‘‘Investments’’. Its share of their 
earnings after income taxes is included in the consoli- 
dated statement of earnings under the revenue line 
‘Interest and investment”’. 

Other investments are recorded at cost and income 
from them is recorded only as dividends are declared. 

The ownership percentages of Imperial’s principal 
investments are shown on page 54. The amount at 
which all investments are recorded is shown in note 2 
on page 30. 


Property, plant, and equipment 

Property, plant, and equipment, including related 
preoperational costs and design costs of major projects, 
are recorded at cost and so carried until sold or 
otherwise disposed of. 

The company follows the successful-efforts method 
of accounting for costs of exploration and develop- 
ment activities. Costs of exploration acreage are capital- 
ized and amortized over the period of exploration or 


until a discovery is made. Costs of exploratory wells 
are capitalized until their economic status has been 
evaluated. Costs of exploratory wells found to be dry 
during the year or before the issuance of these financial 
statements are charged against earnings. All other 
exploration costs are charged against earnings as 
incurred. All costs of development wells and success- 
ful exploration wells are capitalized. 

The costs of maintenance and repairs are charged 
to operating expenses. Improvements that increase the 
service capacity of an asset or prolong its service life 
beyond that contemplated in the established rates of 
depreciation are capitalized. 

Investment tax credits are reported as a reduction 
of the capitalized costs of the asset to which they 
apply. 

Depreciation of plant and equipment is calculated 
using the straight-line method, based on the estimated 
service life of the asset. Amortization of the costs of 
capitalized producing wells and leases, of the capital- 
ized costs of the Syncrude project and Cold Lake pilot 
plants, and of operating mines are calculated using the 
unit-of-production method. 

Gains or losses on assets sold or otherwise disposed 
of are included in the consolidated statement of 
earnings. 


Retirement plans 

The company’s pension plans cover substantially 
all employees. Pension benefit obligations are deter- 
mined annually by independent actuaries using the 
projected unit credit method. Valuation of assets is 
generally based on market values at Dec. 31 of each 
year. The amount funded is charged to expense 

and is established according to accepted actuarial 
procedures. 


Consumer taxes and Crown royalties 

Taxes levied on the consumer and collected by the 
company are excluded from the consolidated state- 
ment of earnings. These are primarily provincial taxes 
on motor fuels and the federal tax on exports of crude 
oil and petroleum products. Crown royalties are also 
excluded from the consolidated statement of earnings. 


Translation of foreign currencies 

Long-term monetary liabilities payable in foreign cur- 
rencies have been translated at the rates of exchange 
prevailing on Dec. 31. Exchange gains and losses 
arising on translation of long-term debt are amortized 
over the remaining term of the debt. 
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Glossary oi terms 


Taxes and levies: taxes are income taxes, both cur- 
rent and deferred; revenue taxes, which comprise the 
Petroleum and Gas Revenue Tax and the Incremental 
Oil Revenue Tax; and commodity, property, and other 
taxes, which include the special gasoline excise tax 
and the federal sales tax. Levies are the Petroleum 
Compensation Charge and the Canadian Ownership 
Special Charge. 


Funds: cash, marketable securities, and short-term 
loans, reduced by outstanding cheques, less cash and 
short-term notes. 


Internal funds generated from operations: 
earnings from operations adjusted for those items that 
do not involve cash. 


Operating working capital: working capital 
less funds. 


Revenues net of expenses: net revenues before 
depreciation and amortization and taxes and levies 
reported on the consolidated statement of earnings. 


Notes to the 


financial statements 


1. Crude-oil revenues 


The company supplements its own production to meet 
its refining needs by buying crude oil and selling any 
unused quantities. Those purchases and sales, 
amounting to $1253 million in 1983, are excluded 
from reported revenues and purchases (1982-$987 
million; 1981-$742 million). 


LA TLE LEE IS I ELS DED DL EOL EDEL DR DL SIO 
2. Investments and other long-term assets 


Investments are primarily in companies engaged in 
pipeline transportation of crude oil and petroleum 
products. © 


Investments 198] 1982 1983 
millions of dollars 

At equity value 

With quoted market value of 

$135 million at Dec. 31 90 

$207 million at Dec. 31 98 

$287 million at Dec. 31 149 

Without quoted 

market value 20 21 22 
At cost ] 2 5 
Total investments ki 121 176 
Long-term receivables 59 108 173 
Other long-term assets 33 57 101 
Total investments and 
other long-term assets 203 286 450 
Income from investments 
Earnings after income taxes me 28 37 
Dividends received Lz 17 19 
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3. Unusual items 


198] 1982 1983 
millions of dollars 
Cold Lake megaproject - 18 - 
Granduc mine - (40) - 
Montreal refinery = = (70) 
Sarnia ethylene unit _ - (6) 
Interprovincial Pipe Line 
Limited — - 34 
— (22) az 


Cold Lake megaproject-$40 million was advanced by the 
federal government in 1981 relating to the Cold Lake 
megaproject. In 1982 under the terms of the agree- 
ment, the advance was not required to be repaid due 
to the suspension of the megaproject. As a result, 
earnings increased by $18 million after related 
shutdown costs and income taxes. 

Granduc mine—After a re-evaluation of the mine’s 
economically recoverable copper reserves, the com- 
pany wrote the mine assets down to net realizable 
value resulting in a one-time charge to earnings of 
$40 million net of income taxes of $26 million. 

Montreal refinery-The company suspended opera- 
tions at its Montreal refinery in order to improve the 
overall efficiency of its refinery network. The write- 
down of the refinery assets and suspension costs re- 
sulted in a one-time charge to earnings of $70 million 
after income tax credits of $63 million. 

Sarnia ethylene unit-The company suspended opera- 
tions at one of its two ethylene producing units at the 
Sarnia chemical plant, due to surplus production 
capacity. The unit’s.assets have been written down, 
resulting in a one-time charge to earnings of $6 million 
after income taxes of $4 million. 

Interprovincial Pipe Line Limited (IPL)—IPL issued 13.6 
million common shares to Hiram Walker Resources 
Limited (HWR) in exchange for 13.6 million shares of 
HWR. While Imperial retained ownership of 8.597 
million common shares of IPL, the company’s share 
ownership changed from 33 percent to 22 percent 
of the enlarged IPL. As a result of the transaction, 
Imperial’s equity investment in IPL was adjusted to 
reflect its new proportionate ownership in IPL’s 
increased book value as demonstrated by the share 
exchange, over the prior carrying value. This adjust- 
ment resulted in a non-cash gain of $34 million. There 
was no income tax effect. 


DEIN SR ETT A EA NE El ETT SSI DEE SPO ES TAT IEEE AT EEE TD TTD 
4. Interest 


198] 1982 1983 

millions of dollars 

Interest income 14] 99 47 
Interest expense 

Long-term debt 56 92 101 

Short-term notes i 6 2 

Capitalized leases e 11 14 

Other - 6 4 

Total interest expense 66 115 121 


5. Transactions with Exxon Corporation and 
affiliated companies (Exxon) 


The net amount incurred by Imperial on transactions 
with Exxon was $224 million in the year (1982—$8 
million; 1981-$518 million). The terms of the trans- 
actions were competitive or as favourable as they 
would have been with unrelated parties. The trans- 
actions were to maintain supplies of crude oil, petro- 
leum and petrochemical products to customers. Trans- 
portation, technical and engineering services are also 
performed and received. ‘’Other obligations’’, 
reported in note 6, include $6 million due to Exxon at 
Dec. 31, 1983 (1982-$12 million; 1981—$18 million). 

In 1983, Exxon acquired 1,195,811 shares under 
the company’s Dividend Reinvestment and Share Pur- 
chase Plan described further in note 13 (1982—223,206 
shares). Exxon’s ownership interest in Imperial 
remains at 69.6 percent. 
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TIL Ne TE SS OO EES TO AMS OS MM 
6. Long-term debt, other obligations, 


and financing 

Debentures 1982 1983 
year of rate of 

issue maturity date interest millions of dollars 
19672. Jan. 2; 1987 63/4 17 15 
1968” Jan.2, 1988 GE: 21 18 
1969 Aug. 15, 1989 8Y/2 12 11 
1:972°-% Feb, b5.1992 73/4 28 ZT. 
1974 Aug. 15,1994 10%/s 78 74 
1975 Feb. 15, 1995 93/4 84 78 
L979> Sept. 15;, 2009 

(U.S.$ 250 million) 93/4 307 311 
1981 =Dec15 201} 

(U.S.$ 200 million) 1542 246 249 
Sinking-fund debentures 793 783 
1983 Mar. 31, 1993 PZ - 125 
Total long-term debt (a) 793 908 
Capitalized leases (a, b) 105 103 
Other obligations (c) 130 169 
Total long-term debt and 
other obligations 1028 1180 


(a) Payments of principal required during the next five 
years for 


Sinking-fund Capitalized 

debentures leases 

millions of dollars 

1984 l 10 
1985 13 10 
1986 19 10 
1987 26 6 
1988 26 5 


(b) Imputed interest on capitalized leases is $60 million 
for the next five years and $191 million over the life of 
the leases. 


(c) Other obligations at Dec. 31, 1983, include $76 
million (1982—$65 million) related to take-or-pay gas 
contracts. 


Unused lines of credit with major Canadian banks 
totalled $443 million as at Dec. 31, 1983 
(1982—$41] million). 


Notes to the 


financial statements 


7. Long-term incentive compensation plan 


Monetary awards are granted to attract and retain 
promising employees and reward them for high per- 
formance. The amounts of the awards are based on 
increases over time in the price of Class A convertible 
shares or earnings per share, whichever is greater. 
Awards are not eligible for payments at the time they 
are granted but are deferred for periods of up to six 
years in accordance with the type of award. 
Estimated costs of the plan are amortized over its 
life. In 1983, the company charged $17 million to 
earnings (1982—$17 million; 1981—$13 million). 


8. Research and development costs 


Research and development costs in 1983 were $60 
million (1982—$65 million; 1981—$67 million) before 
investment tax credits earned on these expenditures of 
$5 million (1982—$5 million; 1981—$6 million). The net 
costs were charged to expenses. 


9. Changes in format 


The format for the consolidated statements of earnings 
and changes in financial position has been modified to 
further improve the presentation and the readers’ 
understanding of the relationship between these two 
statements for 1983, 1982, and 1981. 


i0. Commitments and contingent liabilities 


The future liability for long-term contractual obli- 
gations and commitments, all arising in the normal 
course of business, is not significant to the company’s 
consolidated financial position. The largest current 
purchase commitments relate to the Norman Wells 
expansion project in the Northwest Territories. The 
estimated project cost is $600 million of which $351 
million had been spent by Dec. 31, 1983. Purchase 
commitments for this project total $78 million in 1984 
and $3 million in 1985. 

Lawsuits pending against the company would not, 
in the opinion of counsel, result in any financial 
liability having a significant effect on the company’s 
consolidated financial position and earnings. 
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ll. Taxes and levies 


198] 1982 1983 
millions of dollars 
Income taxes 
Current 344 62 279 
Deferred 130 322 141 
Revenue taxes 
Petroleum and 
Gas Revenue Tax 91 154-2 270 
Incremental Oil 
Revenue Tax — 2‘ - 
Commodity, property, 
and other taxes 
Federal sales tax 31) 340 307 
Special gasoline excise tax 12 113 106 
Property and other taxes 86 101 91 
Levies 
Petroleum Compensation 
Charge 908 765 449 
Canadian Ownership 
Special Charge 113 149 143 
Special Compensation 
Charge 113 - _ 
Total taxes and levies 2217 2027 1686 
Less: deferred income taxes 130 322 141 
Current taxes and levies 2087 1705 1545 


The operations of the company are complex and the 
related income and other tax interpretations, regu- 
lations, and legislation are continually changing. As a 
result, there are usually some tax matters in question. 
The company believes the provision made for income 
and other taxes is adequate. 


Summary of income-tax 1981 1982 1983 
calculations millions of dollars 
Earnings before taxes 
and levies 2682 2316 2018 
Deduct: 
Taxes and levies, other 
than income taxes 1743 1643 1266 
Equity companies’ 
earnings 22 28 37 
Adjusted earnings 917 645 715 
Basic corporate 
tax rate (percent) 50.3 49.5 49.5 
Income taxes at basic rate 461 319 354 
Add income taxes on: 
Petroleum and Gas 
Revenue Tax, 
Incremental Oil Revenue 
Tax, Crown royalties, 
and other similar non- 
deductible payments 
to governments 218 227, 234 
679 541] 588 
Deduct income taxes on: 
Resource allowance 99 104 126 
Depletion allowance 52 ey 22 
Manufacturing and 
processing credit 26 4 (2) 
Inventory allowance 15 23 19 
Other 13 9 3 
Income taxes 474 384 420 
Effective income-tax 
rate (percent) 137 59.5 58.7 
Increases (decreases) in 
- deferred income taxes result- 
ing from timing differences: 
Capital cost allowance 128 226 113 
Successful drilling 92 26 37 
Land-acquisition costs l (4) (13) 
Drilling in progress (81) = = 
Depletion (10) 56 18 
Provincial royalty rebates ~ 3] ~ 
Other = (13) (14) 
Net increase in 
deferred income taxes 130 322 141 
Current income taxes 344 62 279 


This summary does not include income taxes on the 
unusual items reported in 1982 and 1983. 
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12. Deferred income taxes 


The company complies with income tax laws and 
pays income taxes when due. Deferred income taxes 
are not a tax liability under the law. They result from 
differences when calculating income taxes under 
legislated treatment and under conventional account- 
ing treatment of certain revenues and expenses. The 
major difference results from the substitution of 
allowances for capital costs—the rates of which are set 
by legislation—for depreciation expenses. 


13. Capital stock 


Number of shares 

Authorized 

(Class A and B) 200 000 000 

Issued: Class A Class B Total 
Dec. 31, 198] 151899810 5282019 157181829 
Dec: 31: 1982 152833456 4926982 157760438 
Dec. 31, 1983 156157528 3432194 159589722 


Both Class A and Class B shares have voting privileges, 
are convertible on a share-for-share basis, and rank 
equally in all other respects. Holders of Class B shares 
receive a stock dividend of Class B shares with values 
substantially equivalent to the cash dividend on Class 
A shares. 

In 1983, the company increased its authorized 
capital to 200 million from 160 million Class A and 
Class B convertible shares. 

During 1983, the company paid stock dividends 
totalling 170,341 Class B shares (1982—294,392; 
1981—223,344) and charged $6 million to dividends 
(1982—$7 million; 1981—$7 million). 

In October, 1982, the company introduced its Divi- 
dend Reinvestment and Share Purchase Plan. The plan 
enahles shareholders to reinvest their cash dividends 
in additional Class A shares at five percent less than an 
average market price. Shareholders may also invest 
between $50 and $5000 per calendar quarter in addi- 
tional Class A or Class B shares at an average market 
price, without paying brokerage or other fees. In 1983, 
$52 million was invested in 1,571,313 shares of capital 
stock under the terms of the plan (1982—$7 million was 
invested in 281,557 shares). 

Earnings per share are calculated on the monthly 
weighted average number of shares outstanding 
during the year. 


Notes to the 


financial statements 

14. Business segments Natural resources Petroleum products Chemicals 

198] 1982 1983 198] 1982 1983 198] 1982 1983 

millions of dollars 

Revenues 
Sales to customers 682 800 980 6380 6865 7054 947 807 899 
Intersegment sales(a) Dike 626 783 267 301 318 46 43 46 
Total revenues 1255 1426 1763 6647 LLCO VES Te 993 850 945 
Earnings before taxes and 
levies 264 629 878 2207 1651 1147 89 (15) (10) 
Taxes and levies 248 509 606 1877 1505 1086 44 (4) (1) 
Earnings from 
operations 16 120 272 330 146 61 45 (11) (9) 
Capital employed 
Segment assets D3D4. 2519 2634 S222 3304 3381 696 1046 1141 
Less current liabilities 311 345 432 770 785 829 128 (42) (42) 
Total capital employed 2046 2174" 2202 2452 pied be piesa? Ab b> P| 568 1088 1183 
Depreciation and 
amortization 150 124 124 71 75 $1 18 to 31 
Capital and exploration 
expenditures 455 399 425 229 332 154 327 370 112 


(a) In the consolidated figures reported here, all inter- 
segment transactions have been eliminated. The com- 
pany operates its business in the segments described in 
the ‘‘Operating reviews’’. The information in the table 
above is presented as though each segment were a 
separate business activity. Intersegment sales are made 
substantially at prevailing market prices. 
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15. Stock options 


Under a plan for certain employees, options for the 
purchase of Class A or B convertible shares are still out- 
standing. No further options may be granted under this 
plan. All remaining options expire on July 15, 1984. 

As of Dec. 31, 1983, there were outstanding options 
to purchase 86,070 shares (Dec. 31, 1982—363,070) ata 


price of $25.20 (Dec. 31, 1982—$25.20 to $38.14). 


Included are 10,060 shares under options to directors 
and officers (Dec. 31, 1982—61,810). When the options 
were granted, fair market value per share ranged from 
$28.00 to $42.375. All options may now be exercised. 
In 1983, options were exercised purchasing 87,630 
shares for $2,368,000 (1982—2660 shares for $67,000), 
having a fair market value of $3,186,200 (1982—$85 ,O00). 


Other investments Consolidated 
198] 1982 1983 198] 1982 1983 
millions of dollars 

176 146 94 8185 8618 9027 
176 146 94 8185 8618 9027 
2 5:1 3 2682 2316 2018 
48 i 7. (5) Oy 2027 1686 
74 34 8 465 289 332 
916 649 948 7096 7486 8049 
19 8 95 1133 1064 1259 
897 641 853 5963 6422 6790 
5 5 (1) 244 219 235 
96 33 8 1107 1134 699 


16. Employee retirement plans 


The pension plans cover substantially all employees 
and generally are based on length of service, and on 
average earnings during the final three years of 
employment. The plans are funded primarily by the 
company based on actuarial valuations, the most 
recent being at Sept. 30, 1983. During 1983, $33 million 
was charged to earnings (1982—$34 million; 

1981—$34 million). 

Market value of fund assets of $997 million at Dec. 
31, 1983, exceeded the actuarial present value of vested 
and non-vested earned benefits by $243 million (1982— 
~ $89 million; 1981—$142 million). When that actuarial 
present value is adjusted for future salary escalation, 
the resulting actuarial liability exceeds the assets by 
$52 million (1982—$178 million; 1981-$99 million). 
This will be charged to earnings over a period of up to 
15 years. 

In computing the actuarial liability for 1983, the 
assumed rate of return of the plan’s investments was 
increased from six percent used in prior years to seven 
percent, and the assumed salary escalation rate was 
increased from 3.5 percent used in prior years to five 
percent. These changes reduced the actuarial liability 
by anet of $77 million from what it would have been 
under the previous assumed rates. 
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17. Property, plant, and equipment 


Cost Accumulated 
depreciation and 
amortization 
1982 1983 1982 1983 
millions of dollars 
Natural resources 
Exploration and 
production 2036 2215 655 719 
Heavy oil 730 827 88 108 
Minerals 193 155 105 64 
2959 3197 848 6891 
Petroleum products 2134 2273 796 973 
Chemicals 1016 1095 196 208 
Other 233 233 56 66 
Total property, 
plant, and 
equipment 6342 6798 1896 2138 
Less accumulated 
depreciation and 
amortization 1896 2138 
Net investment 4446 4660 


18. Supplemental information (unaudited) 


Additional information for security holders is provided 
on pages 42 to 51. 

As the company may wish to use capital markets in 
the United States, this includes information that con- 
forms with the financial reporting practices in that 
country. A description of the differences between the 
accounting principles generally accepted in Canada 
and the United States as they apply to the company 
appears on page 43. 


Five-year summary 


Financial 


Consolidated 
statement 
of earnings 


Revenues 

Crude oil 

Natural gas 
Petroleum products 
Chemicals 

Other operating 
Interest and 
investment 


Total revenues 


Expenses 
Exploration 
Purchases of crude 
oil and products 


Extracting, processing, 


and manufacturing 
Marketing and 
administration 
Interest 


Total expenses 


Revenues net of 
expenses 
Depreciation and 
amortization 


Earnings before 
taxes and levies 
Taxes and levies 


Earnings from 
operations 
Unusual items 


Net earnings 


1979 1980 1981 1982 1983. 


millions of dollars 


559 760 
208 185 
6681 6868 
794 897 
217 209 


475 
193 
6202 
895 
233 


159 108 
8618 9027 


66 115 
4906 


187 
8185 


200% 293s 22 1S ieee 


2127 2747 3261 40764735 


652 844 1068 1016 1056 


S11 580 643 
S60 Ole: SOG 


3556 4485 5259 


763 781 
L522 


6083 6774 


1350 1864 2926 2535 2253 


[32° 156; 244,219 235 


1218 
747 


1708 2682 23162018 
1107 2217 2027 1686 


471 601 
22 5 


493 682 


465 289 332 


(22) (42) 
267 290 


465 


36 


Financial 
information 
by segments 


Revenues 

Natural resources 
Petroleum products 
Chemicals 

Other investments 
Intersegment sales 


Total revenues 


Earnings from 
operations 
Natural resources 
Petroleum products 
Chemicals 

Other investments 


Total earnings 
from operations 


Capital employed 
Natural resources 
Petroleum products 
Chemicals 

Other investments 


Total capital 
employed 


Return on average 
capital employed 
Natural resources 
Petroleum products 
Chemicals 

Other investments 
Total return on 
average capital 
employed 


1979 


1031 
4163 
701 
58 


4906 


215 
176 
68 
12 


47] 


1741 
1506 
217 
287 


S751 


14.] 
11.6 
32:9 
26.4 


1980 1981 1982 1983 


millions of dollars 


1201 1255 1426 1763 
5058 6647 71667372 
850 993 850 945 
109 176 146 94 


(1047) (869) (886) (970) (147) 


6349 8185 8618 9027 


184 16 120 272 
310 330 146 61 
81 45° (11) 495 
26.14 > 3a 


601 465 289 332 


2083 2046 21742202 
1786 2452 2519 2552 
278 568 1088 1183 
1141 897 641 853 


5288 5963 6422 6790 


percent 


96 0.8 5.7 12.4 
18.8 15:6 95, 9aoeed 
32.7 10.6 (1.3) (0.8) 
7.6 10.5 11.5. 9.5 
15:7 8.92052 aes 


Percentages 1979 1980 1981 1982 1983 
and ratios 

Return on average 

Capital employed (1) 2 Oi SB Ie ak oes 
Shareholders’ equity 2VBI2N9 19° 26.6 70 
Debtasa 

percentage of 

Capital employed PhS bs 12 ase 
Shareholders’ equity 2AM AS. 2) 1-953 19359 2a25 
Interest coverage (2) 22.7 20.9 15.9 7.5. 7.5 
Reinvestment 


115.0116.9 180.3 152.8105.7 
PAR UES Yo) WAP Aly ole SAN © aka 4 | 


percentage (3) 


Current ratio (4) 


(1) The return consists of the average capital employed 
divided into the sum of the net earnings, the after-tax 
long-term debt and capitalized leases interest expense. 


(2) Interest coverage is the interest expense on long- 
term liabilities and capitalized leases divided into the 
sum of consolidated earnings from operations, interest 
on long-term liabilities and capitalized leases, and con- 
solidated income taxes on earnings from operations. 


(3) Total investments in the year divided by net 
internal funds generated in the year. 


(4) Current assets divided by current liabilities. 


37 


Net payments to 
governments 


Taxes and levies 
Income taxes 
Revenue taxes 
Commodity, property, 
and other taxes 

Levies 


Total taxes and levies 
Add: 

Current taxes on 
unusual items 
Consumer taxes 
collected on 

behalf of governments 
Crown royalties 


Less deferred income 
taxes 


Total paid or payable 
to governments 


Receipts from 
governments 
Oil-import 
compensation 
Syncrude 
compensation 
Investment tax credits 
Incentive programs 
Federal government 
advance for Cold Lake 
megaproject 


Total received or 
receivable from 
governments 


Net payments to 
governments 


E979 


24 


1222 


1980 1981 1982 1983 


millions of dollars 


492 474 384 420 
vane tithe» Seieh Wee avi) A A A 
392 518 554 504 
223 1134 914 592 
1107 2217 2027 1686 
By eee Oo (ED) 
403 499 618 608 
513. 495 505 492 
2023 3211 31442771 
136 130 322 141 
1887 3081 2822 2630 
653 761 422 149 
143 138 117 86 
DOS RDO. ee > eae 
| Hs Seek RG) 8 
TAY eS ES 
832 1016 569 267 


1055 2065 2253 2363 


Five-year summary 


Financial 
Financial statistics 1979 1980 1981 1982 1983 
millions of dollars 
Capital employed 
Funds 251 955 608 285 422 
Operating working 
capital 649 1030 1414 1405 1258 


Investments and other 
long-term assets 
Property, plant, and 
equipment, net 


Total capital 
employed 


Sources of capital 
employed 
Long-term debt and 
other obligations 
Deferred income taxes 
Shareholders’ equity 


Total from sources 
of capital employed 


Total assets 


Net internal funds 
generated 


163 193 203 286 450 


2688 3110 3738 4446 4660 


3751 5288 5963 6422 6790 


611 618 946 1028 1180 
TOO 288) 29715; 19 EES. £9 


2440 3789 4042 4103 4231 


3751 5288 5963 6422 6790 
4668 6244 7096 7486 8049 


933 975 854 758 770 
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Capital and 


exploration 
expenditures 


Natural resources 
Exploration before 
incentives 


Exploration net of 
incentives 
Production 

Heavy oil 
Minerals 


Total natural 
resources 


Petroleum products 
Marketing 
Refining 


Total petroleum 
products 


Chemicals 
Other investments 


Total capital and 
exploration 
expenditures 


444 


434 
19] 
62 
50 


137 


33 
69 


102 
26 
14 


879 


398 


387 
143 
83 
69 


682 


Bo 
76 


Er 
50 
18 


1979 1980 1981 1982 1983 


millions of dollars 


209 


190 
90 
43 

132 


455 


42 
187 


220 
BV, 
96 


106 


93 
206 
42 
58 


399 


31 
301 


3352 
370 
33 


861 1107 1134 


699 


Five-year summary 


Operating 
Wells drilled (1) 199 1980 198] 1982 1983 
gross net gross net gross net gross net gross net 

Western provinces 
Exploratory 

Conventional 163 61 15] 50 61 20 36 1] Al 18 

Oil sands 2d 20 72 40 30 1] 75 2) 40 12 
Development | 

Conventional 26 122506 139 58 83 30 34 13 114 56 

Oil sands 2 21 26 26 8] 81 29 29 210 210 
Northern areas 
and Atlantic offshore (2) 
Exploratory 6 3 5 ] 4 ] 5 ] 9 3 
Development 4 3 6 4 ] -- 1 8 30 20 
Other provinces 
Exploratory ~ _ “ _ — ~ - 1 _ 
Total wells drilled 
Exploratory 196 84 228 9] 95 32 116 33 91 33 
Development 292 140 17] 88 1652-101 75 50 354 286 
Land holdings (1) millions of hectares 
Oil and gas 
Western provinces 

Conventional 2 Oh en 2 Or a4 5:6 1.4 Se nage ee, 2.9) 0.9 

Other OFF ie OES O77, 033 O8 033 150) 7 0:4 1.0 0.4 
Northern areas (2, 3) [33 ea eee ae F438 DS 359 LOLS) 3.8 
Atlantic offshore (3) Tide ed Gules one pe Wale”) 6,0) 47 4.4 3.6 
Other provinces (4) — _ _ _ a Neha 0 88, 1.8 0.4 19 0.4 
Total oil and gas land holdings 24 iG see ee ome OLoer 2 tl VO529°2359 "10-7... 2053. - 9.1 
Minerals 
Coal 072035 0.4 0.4 OSi9> 0.5 OL ose OED 0.5 0.5 
Uranium 0.4 0.3 O37 7 °032 ODGenOs2 O32 O20 0.2 O.1 
Base metals Onl 021 Oe5 0.5 O3uee03 O32 0.3 0.3 0.2 
Total minerals land holdings 0:85.2.057 heeds Oa | Ea ee 6, ie r120 10 0.8 
(1) Gross includes the interests of others; netexcludes (3) The company’s interests in lands under the jurisdic- 
the interests of others. tion of the government of Canada are subject to reduc- 
One hectare equals about 2.5 acres. tion under the terms of the Canada Oil and Gas Act, 

including the vesting of 25 percent in the government 


(2) Northern areas—which include the Beaufort Sea/ 
Mackenzie Delta, Northwest Territories, Yukon Terri- 
tory and Arctic islands—are often referred to as Canada _ (4) Seismic options in the province of Quebec. 
lands. Atlantic offshore included two exploratory 

wells in 1979 only. 


of Canada. 


Sh 


Five-year summary 


Operating 
Proved reserves 1979 1980 198] 1982 1983 
gross net gross net gross net gross net gross net 
Crude oil and natural-gas liquids (NGL) 
(millions of m+) (1) 200 147 198 140 174. 124 b67e 25 190 145 
Natural gas (billions of m+) (1) 62 42 57 39 53 37. 52 38 50... 37 


Crude-oil supply and utilization 
(thousands of m?/d) (1) 


Crude oil production (1) 


Conventional 33.5. 19.3..27.0. 15.8 27.0. 12.6 — “18:2 711.6. eee 
Cold Lake LO Ag 0:97 309 GY, SR Ee Ti Oaeuniaan 2.3 hed: 
Syncrude 2222 32 Dai oak 5.45 2e8 4.4 3.7 
Total crude production 36.7 22.4 37.1> 19.5 25.6. 16.6. - 23:4. 164 22s 
Natural-gas liquids (NGL) AO SO 360 8256 bie tay Aye. A «aloo re: 2.1 aes 
Total crude oil and NGL production 40:7 25.4 - 34.7. 22.1.) 28:8. 18:9" “(26.017 92 24 Sao 


Net purchases from others 
Domestic 31.0 32.6 / 34.3 28.8 33.3 
Imported 15:2 16.4 15:1 11.5 8.8 


Crude oil processed 


at company refineries 71.6 vA oy 68.3 58:25 60.1 
Refinery capacity at Dec. 31 76.8 76.7 16.7 WA 66.2 
Refinery capacity utilization 

at Dec. 31 (percent) 93 93 89 75 91 


FREE CS A DE ETA SAPS SIE EE SEITE ETE TS a AS GA ITIL LPL LE LAGE EES OTT I LL EL CSE GDB GSC LO LDN DELLE ISLET LDS EEE IEE SELES LT ETE EET EIT IIIS 
Natural gas (millions of m?/d) 


Production (1) 98 6.6 8.2: 35-6 POUR Ns pe! Tid: 6.9 5.2 
Purchased for resale 0.6 0.7 0.8 0.6 0.6 
Sales 10.4 8.9 8.5 7.9 7.5 


Thermal coal production 
(thousands of tonnes per day) - ~ -- _ 1 Ogr 0,9 2.8. 2:10 = 258 Pie 


(1) Gross reserves and production include only the 
amount directly owned, produced, and sold by the 
company before deducting the shares of mineral 
owners or governments, or both. Net reserves and 
production are after deducting these shares. 
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Sales volumes 1979 1980 198] 1982 1983 
Petroleum products (thousands of m?/d) 
Gasolines 28.0 27.8 26.6 203 24.9 
Jet fuels 4.0 4.) 4.6 4.4 3.9 
Heating fuels . 10.8 10.0 8.1 dal ge. 
Diesel fuels 12.8 177, 13.4 12.4 12.6 
Heavy fuel oils | 7.6 6.5 6.6 +3 4.1 
Liquid petroleum gas 5.6 6.3 5.9 5.9 wal 
Other products 5.6 4.0 3.8 3.4 3.6 
Total petroleum products 74.4 71.4 69.0 64.4 61.4 
Chemicals (thousands of tonnes per day) 
Petrochemicals 2.9 2.9 3.0 2.5 2.4 
Agricultural chemicals 2.0 1.9 2et 1.8 2.6 
Building materials 1.4 1.5 |e, 1.3 
Total chemicals 6.3 6.3 6.4 oe) 
Employees 
Number at Dec. 31 14 966 16029 16314 15 476 14732 
Total payroll and benefits (millions of dollars) 487 594 691 814 825 
Payroll and benefits per employee (dollars) 29 300 33 700 36 900 43 200 46 500 
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Supplemental information 


Accounting for the effects of inflation and 
changing prices 


Interpretation of results 

Conventional accounting practices reflect financial 
results in terms of the value of the dollar at the time the 
underlying transaction occurred, which is known as 
the ‘‘historical cost’’ approach. That approach is the 
basis for the financial information in published 
reports. However, that approach does not account for 
the fact that prices change and the purchasing power 
of money diminishes during periods of inflation. 

In 1982, the Canadian Institute of Chartered 
Accountants (CICA) introduced its recommendations 
for ‘‘reporting the effects of changing prices’’. The 
CICA is encouraging experimentation among cor- 
porations over the next several years, with the objec- 
tive of arriving at the best method of reporting the 
impact of inflation. 

The company supports such experimentation with 
accounting practices that reflect the impact of inflation 
on reported financial results. The six-year chart below 
traces the company’s net earnings under the estab- 
lished historical cost basis and under the company’s 
inflation-adjusted basis. 


millions of dollars 
800 


600 


400 


=200.°=78 79 80 81 82. 83 


Conventional earnings 
Inflation-adjusted earnings—1983 dollars 


An analysis of earnings as determined under con- 
ventional historical-cost accounting measurement 
shows arise in earnings from 1978 through 1980) That 
was due to improving market conditions resulting in 
sales increases and higher margins over this period. 
Increased inventory profits arising from increases in 
the price of crude oil, and an $81-million unusual item 
were included in 1980 earnings. In 198] and 1982, 
earnings were lower due to the economic recession 
and the negative impact of the National Energy Pro- 
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~ gram,which particularly affected natural resource 


earnings. In 1983, crude oil price increases, successful 
heavy oil operations, and lower royalty rates caused 
earnings to improve primarily in the natural resources 
segment, although other segments’ performances were 
still held back by the recession. 

The trend of inflation adjusted earnings is shown in 
the graph apart from historical earnings. Earnings on 
this basis were consistently lower from 1978 to 1983 
than those determined under conventional accounting 
methods. Also, the trend from 1978 to 1983 was differ- 
ent from that shown by conventional (historical) earn- 
ings. The profit in 1980 was significantly dampened 
under inflation adjusted results due to the elimination 
of inventory profits, and in 198] the negative impact of 
the economic recession and the National Energy Pro- 
gram was more severe than was apparent from con- 
ventional results. Conversely, the 1982 adjusted results 
showed that the company was recovering—partly as a 
result of efficiencies and business adjustments to the 
National Energy Program—which under conventional 
earnings was not evident until 1983. 

The inflation-adjusted earnings provide insight into 
the performance of the company after stripping away 
uncontrollable economic factors of inflation and 
changing prices, leaving earnings that are available to 
shareholders after providing for the preservation of the 
company’s financial capital. 


Comparative Conventional ne 
just 
results for 1983 niverta ene 
millions of dollars 
Earnings before taxes 
and levies 2018 2018 
Taxes and levies, other 
than income taxes 1266 1266 
Earnings before income 
taxes and unusual items 752 T52 
Less adjustments (1) for: 
Cost of sales — 90 
Depreciation and 
amortization — 290 
Earnings before income 
taxes dew? Be. 
Income taxes: Current 279 279 
Deferred 14] 30 
Earnings from 
operations 332 63 
Unusual items (42) 18 
Net earnings 290 81 


(1) Adjustments have been rounded to the nearest 
$10 million. 


When 1983 earnings are adjusted for the effects of 
inflation and changing prices, they remain below the 
figures reported by conventional accounting methods. 
The difference is attributable to three recurring items: 
cost of sales, depreciation and amortization, and 
deferred income taxes. The cost of sales is higher under 
inflation accounting than it is using the historical 
method because the replacement cost of products sold 
is higher. Depreciation and amortization are also 
higher under inflation-adjusted accounting because 
they are based on the cost of the company’s physical 
assets in current dollars. (Although there are any 
number of possible ways of determining how much 
the value of a company’s physical assets has appre- 
ciated due to inflation, the company prefers that the 
revaluation be based on changes in the Consumer 
Price Index, which is an objective and widely under- 
stood mechanism.) Deferred income taxes are lower 
under inflation accounting because inflation account- 
ing increases the value of assets as they are carried on a 
company’s books, which, in turn, increases the 
amount of depreciation charged against those assets. 
The result is asmaller difference between the account- 
ing amount of depreciation and the taxation amount. 
The company believes this should reduce deferred 
taxes for purposes of inflation accounting. In addition, 
gains or losses on the disposal of fixed assets in the 
unusual item category are eliminated under inflation 
accounting. 

There has been a great deal of debate in recent 
years about how financial statements can be modified 
to account for the effects of inflation. The company 
continues to participate to help evolve accounting 
practices in this and related accounting areas. The 
subject of inflation accounting is particularly complex; 
there is a variety of legitimate points of view, and the 
debate continues. 

The interpretation of results presented above com- 
pares financial results under conventional historical- 
cost accounting with results under a method the com- 
pany believes adjusts for the effects of inflation and 
changing prices. The following are the results for 1983 
using the somewhat different approach advocated by 
the CICA. 
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CICA approach 

Under the CICA approach, inflation adjusted 1983 net 
earnings results in a loss of $182 million—a difference of 
$263 million relative to the company’s method. The 
difference results from the treatment of depreciation 
and amortization ($152 million), and deferred taxes 
($111 million), under the two methods. 

The difference in depreciation and amortization 
arises from the CICA-recommended valuation of fixed 
assets using replacement costs required to maintain 
productive capacity. Given the market volatility, 
excess refining capacity and rapid technological 
change that characterize today’s petroleum industry, 
Imperial believes that many companies invest not to 
replace existing production capacity, but to adapt their 
businesses to the changing market environment. This 
business reality leads us to favour the concept of the 
maintenance of financial capacity, and hence the use 
of CPI adjusted values, rather than the CICA approach. 

The second item contributing to the difference is 
the impact on deferred taxes of inflation adjusted data, 
which is not addressed in the CICA approach. 


Additional 1983 


information (CICA) millions of dollars 


Net assets on a current-dollar basis 


Inventory 1388 
Property, plant, and equipment 9488 
Net assets (equity) 9060 
Other supplemental information 

Total current-cost increase in 

inventory, property, plant, 

and equipment 414 
General inflation component 479 
Decrease in current cost over the 

effect of general inflation 65 
Gain in purchasing power of 

net monetary items 24 


The CICA recommends including a financing 
adjustment calculated on two bases: on the net mon- 
etary position of the company (1983—a profit increase 
of $23 million); and on current-cost adjustments made 
to earnings for the year (1983—a profit increase of $25 
million). While this item may have theoretical attrac- 
tion, it is complex and controversial, and therefore the 
company does not support its inclusion in the 
inflation-adjusted results. 


Supplemental information 


Oil and gas exploration 
and production activities Oil and gas Syncrude Total 


Capitalized costs (a) 1982 1983 1982 1983 1982 1983 
millions of dollars 


Property costs 


Proved 134 140 - ~ 134 140 

Unproved 235 196 - - 235 196 
Producing assets 1375 1388 598 631 1973 2019 
Support facilities 126 131 ~ _ 126 131 
Incomplete construction 298 554 - — 298 554 
Total capitalized costs 2168 .2409 598 631 2766 3040 
Accumulated depreciation 
and amortization 69] 759 D2 68 743 827 
Net capitalized costs 1477 1650 546 563 2023 2213 
Costs incurred 198] 1982 1983 1981 1982. 1983 1981 1982 1983 
eae Fe ee ca tober ne een nea Romer SS 
Property costs 16 o 3 - - - 16 9 3 
Exploration costs 174 85 44 ~ ~ - 174 85 44 
Development costs 104 220 310 29 20 38 133 247 348 
Results of operations 
Sales to customers Lig 718 887 - os — SAW 718 887 
Intersegment sales 152 305 273 265 287 343 417 592 616 
Total sales (b) 869 1023 1160 265 287 343 1134 1310 1503 
Production expenses (c) 249 249 245 18] 186 195 430 435 440 
Exploration expenses (c) 169 73 57 - -— — 169 73 57 
Depreciation and amortization 100 89 95 14 15 19 114 104 114 
Petroleum and Gas Revenue Tax 81 135 152 10 19 18 ot 154 170 
Incremental Oil Revenue Tax - | - -— — ~ 21 - 
Income taxes (c) 207 332 390 Z3 30 45 230 362 435 
Results of operations 63 124 221 37 37 66 100 161 287 
(a) Property costs are payments for rights to explore (b) Sales of crude oil to consolidated affiliates are 


for petroleum and natural gas. Proved represents areas valued at market, using posted field prices. Sales of 
where successful drilling has delineated afield capable _natural-gas liquids to consolidated affiliates are valued 


of production. Unproved represents all other areas. at amounts estimated to represent prices equivalent to 
Costs of incomplete construction include drilling those that could be obtained in a competitive, arm’s- 
and other costs relating to the discovery of commercial length market. Total sales exclude the sale of natural 
oil and gas reserves in the Beaufort Sea/ Mackenzie gas and natural-gas liquids purchased for resale. 


Del ion. 
ogi siete (c) For purposes of this schedule, corporate overhead 


costs have been excluded. As a result, production 
expenses, exploration expenses and income taxes for 
1981 and 1982 have been restated. 


DS RTS SE CORE SGI AE Sag RO RAN SS SE aN oalT SEI OE GSAS AIEEE DR OLE S PRES AEC TESA SEIN ES NY SI SUNNY IER AI SOA TRE DI PSPS EE IES DIE SALLI SDT NE a aD 
Conventional and 


Net reserves of crude oil 
and natural gas 


Crude oil 


Net proved developed 

and undeveloped 

Beginning of year 

~ Revisions of previous estimates 
and improved recovery 

Sale of reserves in place 
Discoveries and extensions 
Production 


End of year 


Net proved developed 
Beginning of year 
End of year 


Natural gas 


Net proved developed 

and undeveloped 

Beginning of year 

Revisions of previous estimates 
and improved recovery 

Sale of reserves in place 
Discoveries and extensions 
Production 


End of year 


Net proved developed 
Beginning of year 
End of year 
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198] 


107.8 


(8.6) 


Cold Lake 
1982 1983 
93.6 94.7 

6.4 2.2 

0.2 24.8 

(5.5) (5.3) 
94.7 116.4 
73.5 82.4 
82.4 81.0 
1982 1983 


billions of m? 
36.6 38.2 
2.6 0.1 
1.0 0.4 
(2.0) (1.9) 
38.2 36.8 
28.9 30.8 
30.8 31.9 


Syncrude Total 

crude oil 

198] 1982 1983 198] 1982 1983 
millions of m? 

Sie 30.8 29.8 139.5 44-1 24.5 
Onl _ - (8.5) 6.4 PRP) 
= _ ~ 0.3 0.2 24.8 
(Oke (1t0) =. (1.3) (6.9) (6.5) (6.6) 
30.8 29.8 28.5 (24:4. 2124.5 - 144.9 
Shey 30.8 29.8 R74 bh 04:3 bl 
30.8 29.8 28.5 104.3 112.2 109.5 


All reported reserves of crude oil and natural gas are 
located in Canada. Reserves of crude oil include con- 
densate and natural-gas liquids. With the exception of 
the reserves of Cold Lake and Syncrude, all reserve 
estimates are determined by analysis of geological and 
engineering data, which has demonstrated with rea- 
sonable certainty that they are recoverable from 
known oil and gas fields under economic and oper- 
ating conditions at Dec. 31 of each year. The calculation 
of reserves of crude oil at Syncrude is based on the 
company’s participating interest in the production 
permit granted by the province of Alberta. Reserves of 
crude oil at Cold Lake are those reserves estimated to 
be recoverable from the existing experimental pilot 
plants and phases I and II of the Cold Lake commercial 
project. 

The calculated net reserves of conventional crude 
oil, oil from Cold Lake pilots, and natural gas are 
determined by deducting the mineral owners’ or gov- 
ernments’ share or both and are calculated at the 
year’s average royalty rate. Net proved reserves have 


Supplemental information 


been increased to reflect reductions in the royalty rate 
announced by the government of Alberta in 1982. Net 
reserves of Syncrude and phases I and II of the Cold 
Lake commercial project are based on an estimate of 
the average royalty rate over the project life, using 
pricing established by the agreement of Sept. 1, 1981, 
and as amended on June 30, 1983, between the 
government of Canada and the province of Alberta on 
the pricing and taxation of Canadian oil and gas.until 
Dec. 31, 1986. This royalty rate may vary with pro- 
duction, prices and cost. 

Reserves related to phases I and II of the Cold Lake 
commercial project have been recognized as proved 
undeveloped. The amount added was 24.1 million 
cubic metres. 

Reserves data do not include reserves of crude oil 
and natural gas discovered in the Beaufort Sea/ 
Mackenzie Delta and the Arctic islands, nor the 
reserves contained in the oil sands other than those 
attributable to Syncrude, the Cold Lake pilot area and 
phases I and II of the Cold Lake commercial project. 

Natural-gas reserves are calculated at a pressure of 
101.325 kPa at 15°C. 


Oil and gas producing activities 


Present value of 198] 1982 1983 
estimated future net 

cash flows discounted 

at 10 percent millions of dollars 
Future cash flows 13780 16985 24928 
Future production and 

development costs (5072) (5858) (8042) 
Future Petroleum and 

Gas Revenue Tax (1279) (2011) (2995) 
Future income taxes (4751) (5461) (7712) 
Future net cash flows 2678 3655 6179 
Discount of 10 percent 

for estimated timing 

of cash flows (1854) (2318) (3867) 
Discounted future net 

cash flows 824 18372 2372 
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The company does not agree that the calculation of 
the present value of future net cash flows from esti- 
mated production of proved reserves necessarily rep- 
resents future cash flows or the fair market value of 
conventional oil and gas properties. The valuation 
does not include the value of exploratory properties 
and probable reserves and does not provide for the 
deduction of exploration expenses, amortization of 
land acquisition cost and depreciation of capitalized 
producing assets. Neither does it include anticipated 
future price changes for oil and gas and anticipated 
increases of development and production costs. The 
valuation excludes the company’s activities related to 
extraction of upgraded crude oil from Syncrude. In the 
company’s opinion, the method of calculating the data 
is not reliable and the values may not provide a basis 
for meaningful analysis. Imperial cautions readers 
about its use. 

Estimated discounted future net cash flows are 
computed by applying the prices on Dec. 31 of crude 
oil, including condensate and natural-gas liquids, and 
natural gas to the estimated future production of 
proved oil and gas reserves, less the estimated future 
production and development costs. 

Estimated future income taxes are computed by 
applying the current statutory income-tax rates to the 
estimated taxable income for each year. Taxable 
income is based on estimated future net revenues 
adjusted to take into account differences from standard 
accounting practices permitted under income-tax regu- 
lations in effect at the end of the year. The Petroleum 
and Gas Revenue Tax is calculated by applying the 
statutory rate as at Dec. 31. 


Summary of changes 
in present value of 
estimated future net 
cash flows 


Balance at beginning 

of year 

Changes resulting from: 
Sales and transfers of oil 
and gas produced, net 

of production costs 

Net changes in prices, 
development costs, and 
production costs (a) 
Extensions, discoveries, 
additions, and improved re- 
covery, less related costs (b) 
Development costs incurred 
during the period 
Revisions of previous 
quantity estimates (c) 
Accretion of discount (d) 
Net change in Petroleum 
and Gas Revenue Tax (e) 
Net change in income 

taxes (f) 

Change in production 
pattern (g) 


Net change 


Balance at end of year 
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198] 


1386 


(663) 


49] 


26 
102 


(362) 
356 


(564) 
(458) 


510 
(562) 
824 


1982 


1983 


millions of dollars 


824 


(779) 


834 


14 
223 


423 
316 


(313) 
(275) 


70 
313 
1337 


1337 


(864) 


1864 


364 
309 


47 
453 


(365) 
(801) 


(32) 
975 
2312 


(a) Net changes in prices and costs contributed $1864 
million in 1983. This reflects the increase in prices for 
crude oil, natural gas and natural-gas liquids during 
each year, less related increases in development and 
production costs. 


(b) Increases in proved reserves resulting from exten- 
sions, discoveries, additions, and improved recovery 
contributed $364 million in 1983, primarily due to 
phases I and II of the Cold Lake commercial project. 
This represents the present value of estimated future 
net revenues less estimated future development 

and production costs. 


(c) An upward revision of proved reserves determined 
in prior years resulted in an increase of $47 million in 
1983. The primary cause for the 1982 increase was the 
reduction in the royalty rate announced by the govern- 
ment of Alberta. 


(d) Accretion of discount, amounting to $453 million 
in 1983, is due to an increase in the estimated present 
value because realization of future net cash flows is 
one year sooner. 


(e) The net change in the Petroleum and Gas Revenue 
Tax resulted in a reduction of $365 million in 1983. At 
Dec. 31, 1983, the tax was 12 percent of income from 
net operating revenue related to production of oil and 
gas, as specified in the National Energy Program. 
Accordingly, this charge is considered a production tax 
and is shown as a reduction of net revenues. 


(f) The net change in income taxes is computed by 
applying current statutory tax rates to the estimated 
present value of future taxable income to be generated 
from proved reserves producing as of the end of the 
year and deducting the amount similarly computed as 
of the beginning of the year. This resulted in a reduc- 
tion of $801 million in 1983. 


(g) Changes in production patterns result primarily 
from revisions to the timing of future production. 


Supplemental information 


Shareholder and investor information 


Share ownership, 
trading, and performance 1979 
Share ownership, Class A and B 
Average number outstanding, 
weighted monthly (thousands) 13042] 
Number of shares outstanding 
at Dec. 31 (thousands) 130 646 
Shares held in Canada at Dec. 31 
(percent) 2285 
Number of shareholders at Dec. 31 
Total shareholders 44 188 
Registered in Canada 38 149 
Shares traded, Class A (thousands) 24 839 
Share prices, Class A 
High A6Ya 
Low 2478 
Close at Dec. 31 444 
Earnings per share 
Earnings from operations 3.61 
Net earnings 3.78 
Return on average 
shareholders’ equity 248 
Price/earnings ratio, Class A at Dec. 31 big. 
Dividends 
Total paid (millions of dollars) 150 
Per share (dollars) 
Cash OS tes 
Stock 0.90 
As a percentage of net earnings 30 


General summary of tax consequences affecting 
foreign security holders 
Cash dividends paid to shareholders resident Blice 
Canada in the United States, the United Kingdom, 
France, Switzerland, and most countries with which 
Canada has an income-tax convention are usually 
subject to Canadian non-resident withholding tax of 
15 percent. Class B stock dividends paid to non- 
resident holders of Class B shares are usually not 
subject to Canadian non-resident withholding tax 
_ unless more than 10 percent of the Class B shares are 
owned by the shareholder alone or together with other 
related persons. 

There is no Canadian tax on gains from selling 
shares or debt instruments owned by non-residents 
not carrying on business in Canada. 
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1980 1981 1982 1983 
144 880 157 034 157 328 158472 
156 932 157 182 157 760 159590 

21.4 24.3 26.0 26.8 

48 442 46 849 44 691 41571 
4] 064 40 669 39 209 36926 
43 44] 22 498 21 187 19516 

dollars 

572 384 334 41% 

307s 24Y2 19%/s 26}, 

327/38 252 28/4 37% 

4.15 2.96 2.09 

4.7] 2.96 1.83 

PA i 6.6 7.0 

7.0 8.6 16.9 20.3 
201 220 220 222 
1.40 1.40 1.40 1.40 
1.40 1.40 1.40 1.40 

30 47 82 Th 


Interest paid to non-residents with whom the 
company deals at arm’s length on the company’s 
outstanding debentures issued before June 24, 1975, 
is subject to withholding tax. Interest paid on issues 
subsequent to that date is not subject to withhold- 
ing tax. 

No estate taxes or succession duties are imposed by 
the government of Canada or provincial governments 
except the province of Quebec. In the province of 
Quebec, no succession duties are payable if the com- 
pany’s securities are physically situated outside that 
province and the person to whom they are transmitted 
is domiciled and resident outside that province. 


Shareholders Shareholders 
Of TECOT Cal (oe ee ee eee 
Dec. 31,1983 Canada Foreign Total 


40593 89 L100 
P2395 85 15 100 


Registered (percent) 


Class A 
Class B 


Shareholder and investor information 


Quarterly financial and 
stock-trading data 

Mar. 31 June 30 
Operating revenues 1955 2084 
Investment and other income 44 40 
Total revenues 1999 2124 
Expenses, including taxes andlevies 1940 2052 
Earnings from operations 59 12 
Unusual items ~ 18 
Net earnings 59 90 
Per-share information 
Earnings from operations 0.38 0.45 
Net earnings 0.38 0.57 
Dividends (declared quarterly) 0.35 0.35 
Toronto Stock Exchange 
share prices (a) 
High 26 253/4 
Low SES 20/4 
Close 24 23 
American Stock Exchange 
share prices ($U.S.) (a) 
High 2137/4 20Y2 
Low 16Ys 167s 
Close 17s 177s 
Shares traded (thousands) 5304 4506 


(a) The share prices were obtained from the records of 
the stock exchanges. 


Imperial Oil stock is listed on the Montreal, Toronto, 
and Vancouver stock exchanges and is admitted to 
unlisted trading on the American Stock Exchange. The 
high and low Toronto Stock Exchange and American 
Stock Exchange prices for Class A shares and the 
number of shares traded on all the above exchanges 
are shown. The Class B shares generally trade at the 
same price as Class A shares. 

The average number of outstanding shares included 
in the calculation of earnings per share is weighted on 
a monthly basis. As a result, the sum of the quarterly 
earnings per share does not necessarily equal the 
yearly earnings per share. 
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1982 1983 
three months ended three months ended 
Sept. 30 Dec. 31 Mar. 31 June 30 ~=Sept. 30 Dees 

millions of dollars 

2184 2236 1947 2174 2374 2424 
38 Sue: 25 25 30 28 
2222 2245 1972 2199 2404 2452 
2133 2204 1911 2127 2311 2346 
89 69 61 72 93 106 

— (40) (70) (6) _ 34 

89 29 (9) 66 93 140 
dollars 

0.57 0.44 0.39 0.45 0.59 0.66 
0.57 0.18 (0.06) 0.42 0.59 0.88 
0.35 0.35 0.35 0.35 0.35 0.35 
30¥/8 334 317s 371, 41%, 39% 
223/525 3/4 264% 29% 35% 33% 
2734 28/4 29 35% 38% 37% 
DAV ODT 2534 30% 333% 31% 
1778 2A 21%, 23%, 298 27}/2 
225 234 235% 29% 313% 2934 
5378 5999 4170 6103 4890 4443 


Dividend Reinvestment and 

Share Purchase Plan 

In October 1982 the company introduced its Divi- 
dend Reinvestment and Share Purchase Plan. The 
plan enables shareholders to reinvest their cash 
dividends in additional Class A shares at five 
percent less than an average market price. Share- 
holders may also invest between $50 and $5000 per 
calendar quarter in additional Class A or Class B 
shares at an average market price, without paying 
brokerage or other fees. 


Directors, officers, and 
principal operating management 


as at Dec. 31, 1983 


Directors 


J.B. Buchanan 

P. Des Marais II 

A. R. Haynes 

M. Kovitz 

W. A. Macdonald, a.c. 
D. K. MclIvor 

T. H. Thomson 

W. J. Young 
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Officers 


D. K. Mclivor 

Chairman of the board and chief executive officer 
A. R. Haynes 

President and chief operating officer 
T. H. Thomson 

Senior vice-president 

W. J. Young 

Senior vice-president 

W. E. Beacom 

Vice-president and comptroller 

H. G. Jarvis 

Vice-president and treasurer 

G. A. Rogers, Q.c. 

Vice-president and general counsel 
R. J. Michaelides 

General secretary 


RELL SATS SSID OSD REE TDI SR SE DELLE ELT SORT OIG OTE) 
Principal operating management 


Esso Resources Canada Limited 
R. B. Peterson 

President and chief executive officer 

D. D. Lougheed 

Executive vice-president 


Esso Petroleum Canada 
G. H. Thomson 
President 


Esso Chemical Canada 
J. E. Akitt 
President 


52 


Board of directors 

The board meets monthly to consider and act on 
matters of significance to the corporation. These 
include financial and social performance, investment 
decisions, strategic plans, corporate policies, and other 
matters on which the board is legally required to act. 
In 1983, attendance at board meetings averaged 

94 percent. The board has eight members; four are 
employees of the company and four have their prin- 
cipal employment outside Imperial. Here is a short 
biography of each of the non-employee directors. 


Mr. Buchanan is vice-chairman of British Columbia 
Packers Limited, a fishing and food processing 
company. He is chairman of the Fisheries Council 
of Canada, a director of the Fisheries Association of 
British Columbia, and is associated with a number 
of other business, community and health related 
organizations. 


Mr. Des Marais is president of Pierre Des Marais Inc., 

a large printing and lithography firm. He is chairman 
of the executive committee of the Montreal Urban 
Community, and has held senior positions with 
various business, community and educational organi- 
zations. Mr. Des Marais also holds a number of other 
corporate directorships and is a former mayor of the 
City of Outremont. 


Mrs. Kovitz is president of Murko Investments Ltd., 

a private holding company. She is a member of the 
Order of Canada, Chancellor Emeritus of the Univer- 
sity of Calgary and holds a number of corporate 
directorships. Mrs. Kovitz has been actively associated 
with numerous community, health and educational 
organizations and is amember of the executive of the 
board of directors, Canadian Council of Christians and 
Jews, Western Region, and a director of the Council 
for Canadian Unity. 


Mr. Macdonald is a partner with the firm of McMillan, 
Binch, barristers and solicitors. He is a recognized 
authority in the field of taxation, government-business 
relations and other public policy, and serves on advi- 
sory committees of the Ontario provincial govern- 
ment, and the C. D. Howe Institute Policy Analysis 
Committee. Mr. Macdonald is also a director of other 
corporations, as well as anumber of organizations 
concerned with health, culture and the arts. 


Board committees 

Meetings of board committees are usually scheduled 
following board meetings. Attendance at all board 
committee meetings in 1983 averaged 95.7 percent. 


Audit committee 
W. A. Macdonald, a.c., chairman 


The committee, composed of the four outside directors 
and Mr. Haynes, reviews the company’s financial 
statements, accounting practices, and business and 
financial controls. It also recommends the appoint- 
ment of auditors and reviews their fees. The share- 
holders’ auditors, Price Waterhouse, attend and 
participate in all meetings. It meets a minimum of 

six times a year. 


Board compensation committee 
P. Des Marais II, chairman 


The committee, composed of the four outside directors 
and Mr. Mclvor, is responsible for decisions on the 
compensation of senior management above the level 
of vice-president. It also reviews policy on corporate 
compensation and the process by which future man- 
agers of the company are identified and selected. 

It meets at least twice a year. 
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Contributions committee 
M. Kovitz, chairman 


The company’s contribution program is aimed at 
enhancing the quality of Canadian life through support 
for education, health, welfare, community services, 
sports, and culture. The committee, composed of the 
four outside directors and Mr. Thomson, examines 
policies and programs related to the contribution pro- 
gram and recommends an annual budget for adoption 
by the board of directors. It meets at least twice a year. 


Nominations committee 
D. K. Mclvor, chairman 


The committee, composed of the four outside directors 
and Mr. MclIvor, recommends to the board of directors 
the slate of director candidates to be proposed for 
election to the board by the shareholders at the annual 
meeting. It also recommends criteria for the selection 
and tenure of directors, candidates for board mem- 
bership, and the successor to the chief executive officer 
when vacancies are anticipated. It meets at least 

once a year. 


FR er MON NS ONO PV Ce OS El AEE Ba DRE IRR NS a ao TO | 
Subsidiaries and principal investments 


Subsidiary companies (a) 

W. H. Adam, Ltée, Ltd. 

Atlas Supply Company of Canada Limited 
Building Products of Canada Limited 
Byron Creek Collieries (1983) Limited 
Byron Creek Collieries Limited 

Canada Wide Mines Ltd. 

Champlain Oil Products Limited 

Delta Rope & Twine Limited 

Devon Estates Limited 

86129 Canada Ltd. 

ESF Limited 

Esso of Canada Limited 

Esso Resources Canada Limited 

446259 Ontario Limited 

The Imperial Pipe Line Company, Limited 
Maple Leaf Petroleum Limited 

Mongeau & Robert Cie Ltée 

95269 Canada Limited 

Nisku Products Pipe Line Company Limited 
Northwest Company, Limited 

107580 Canada Inc. 

Renown Building Materials Limited 

Les Restaurants Le Voyageur Inc. 
Servacar Ltd. 

305120 Alberta Ltd. 

Winnipeg Pipe Line Company Limited 


(a) See page 28, ‘‘Principles of consolidation.”’ 


Principal investments in other companies, 
not consolidated (b) 


Percentage of ownership 


Alberta Products Pipe Line Ltd. 30.0 
Interprovincial Pipe Line Limited 21.8 
Montreal Pipe Line Limited 32.0 
Moraine Properties Ltd. 50.0 
Rainbow Pipe Line Company, Ltd. 33.3 
Tecumseh Gas Storage Limited 50.0 
Williamsport Properties Limited 50.0 


(b) See page 28, ‘‘Investments.”’ 
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Annual meeting 


The annual meeting of shareholders will be held at 
11:00 a.m., Tuesday, April 24, 1984, in the Canadian 
Room, Royal York Hotel, Toronto. 


Investor inquiries 


Investors may obtain information to assist them in evalu- 
ating the company’s operating performance and projects, 
including the annual report incorporated in Form 10-K filed 
with the United States Securities and Exchange Commis- 
sion, from the Investor Relations Manager, Imperial Oil 
Limited, at Ill St. Clair Avenue West, Toronto, Canada 
M5W 1K3. Telephone (416) 968-5359. 


Changes of address or inquiries about shares and dividends 
should be sent to Investor Relations, at Ill St. Clair Avenue 
West, Toronto, Canada M5W 1K3. 

Telephone (416) 968-5076. 


Les rapports de la Compagnie Pétroliére Imperiale Ltée aux 
actionnaires sont publiés en francais. Veuillez écrire a la 
division des Relations avec les investisseurs, Compagnie 
Pétroliére Impériale Ltée, 111 avenue St. Clair ouest, Toronto, 
Canada M5W 1K3. 


Transfer offices 


Shares of Imperial Oil Limited may be transferred at 
the following offices: head office of Imperial Oil 
Limited; principal offices of Montreal Trust 
Company at St. John’s, Charlottetown, Halifax, 
Saint John, Montreal, Toronto, Winnipeg, Regina, 
Calgary, and Vancouver; and Morgan Guaranty 
Trust Company of New York. 


Design: Gottschalk + Ash International 


Volumes are reported in metric 
units. One cubic metre (m7?) is 
equal to approximately 6.3 
barrels or 35.3 cubic feet. 


The terms company, Imperial 
Oil, and Imperial as used in this 
report refer not only to Imperial 
Oil Limited but collectively to all 
of its subsidiary companies or 
divisions or to any one or more 
of them, according to the con- 
texts in which the terms appear. 
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Imperial Oil strives for excellence in all its activities. By competing 
_ aggressively but fairly, seeking new opportunities, providing quality 
and value in its products and services, and responding to community 
~ needs, the company serves its customers, shareholders and ui ] 
and contributes to Canada’s economic so 


